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Cover Picture . . . Aerial view of Hotel del 
Coronado, in that California city, where the 
Western Regional Trust Conference of the 
American Bankers Association held its 27th 
annual meeting, October 29 and 30. Some 
230 trust executives from 11 west coast and 
mountain states gathered to discuss the 
fiduciary business of an area where the trust 
departments of national banks alone re- 
ported over 40,000 personal trust accounts 
under administration at the end of 1952, and 
gross trust department earnings for the year 
of $15,675,000. The delegates met in a 
community where thriving activity mingles 
with the colorful customs and historic build- 
ings of Old Spain. The San Diego mission 
and presidio were established in 1769, the 
first on what is now the west coast of the 
United States. Today San Diego’s land- 
locked harbor is the headquarters of the 
11th Naval District, the home base of a fleet 
of tuna clippers, and the playground for 
skimming sailboats and power cruisers. Pop- 
ulation has grown from 200,000 in 1940 to 
435,000 in 1952, with aircraft manufacture 
and naval activities dominating the indus- 
trial life. 
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Discretionary Payments 


About a year and a half ago there 
were several articles in TRUSTS AND Es- 
TATES which made me realize that we 
should have some systematic way of 
dealing with discretionary payments 
which would serve the following needs: 


1. To make a brief record of the 
factual background upon which the de- 
cision is made. 


2. To reflect the fact that the prob- 
lem was given careful consideration by 
at least two officers. 


3. To provide some simple way 
whereby the action taken could be 
brought to the attention of the Trust 
Committee so that it can fulfill its super- 
visory duty in regard to these matters. 


We have a separate minute book with 
respect to discretionary payments in 
which are recorded briefly the decisions 
made and the reasons with respect to 
each discretionary payment, whether of 
income or of principal. Each minute is 
signed by two officers, one of whom 
must be a senior officer. Periodically, 
these minutes are read in full to the 
Trust Committee and a record of that 
fact is made in its minutes. Up to date 
our method of dealing with this trouble- 
some problem seems very satisfactory. 

H. E. Parks, 
Vice President & Trust Officer 
Denver, Col. Denver National Bank 


Aids Collaboration 


Just a few words of compliment on 
the October issue of Trusts AND Es- 
TATES. This is a fine educational and 
selling tool. It should facilitate collabo- 
ration between the attorney, life under- 
writer and trustman, and at the same 
time be instrumental in motivating §re- 
luctant clients. 

William P. J. Drakeley, Jr., 
Field Training Assistant 
Philadelphia Penn Mutual Life 
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Bank Handles Industry-Wide 
Pension Plan 


A new era in employee pension plans 
on an industry-wide basis has been in- 
augurated in Pittsburgh by members of 
the Greater Pittsburgh Milk Dealers 
Association with the cooperation of the 
Peoples First National Bank & Trust 
Co. Under this plan. employees will 
maintain their pension rights even 
though they change employers with any 
member companies in Allegheny, Beaver, 
Butler and Westmoreland Counties. 


At a meeting held October 14 by the 
joint Board of Administration (repre- 
senting the union and the employers) 
together with Elmer A. Doege, assist- 
ant vice president in charge of the Pen- 
sion Trust Department of Peoples First 
National, pension checks, covering re- 
troactive payments ranging up to $800 
each, were delivered to 15 employees 
who had retired due to age or disability 
since May 1, 1951. 


Under the plan, Peoples First National 
will maintain individual record cards on 
each employee, collect the 
contributions, invest the funds, and on 
authorization of the Board of Admini- 
stration, will pay all benefits and ex- 
penses. Each member company began 
contributing on May 1, 1952, at the 
rate of $10.25 per month per employee 
into a joint Trust Fund administered 
by the bank as Trustee. The Fund 


company 


covers 3,500 employees and already 
amounts to almost $500,000. 


New Common Trust Funds 


Established 


Discretionary common trust funds 
were established by First American Na- 
tional Bank, Nashville, Tenn., on July 1, 
1953, and by First Trust Co., Lincoln, 
Neb., on October 31, 1953. Each was 
the first in its state (the two funds at 
Nashville Trust Co., reported in T.&E., 
9/53 p. 652, were established September 
1:) Union Trust Co. of the District of 
Columbia established a discretionary 
fund October 1, and on September 21 
International Trust Co., Denver, put two 
funds in operation — one for equities 
and one voluntarily limited to bonds. 
New funds have also been reported at 
First Security Trust Co. and Walker 
Bank & Trust Co. in Salt Lake City, 
details of which been 
received. 


have not yet 


A aA & 


Approved Retirement Plans 
Increase 


Profit-sharing and pension plans in 
effect at June 30, 1953 numbered 
20,675, representing net increase for 
the previous twelve months of 3,657, 
according to figures recently published 
by the Internal Revenue Service. In 
addition, 1,349 plans were awaiting 
approval and 67 were awaiting termina- 
tion rulings as of June 30, 1953. Of 
the 22,069 plans which had been estab- 
lished by June 30, 93.7% are still in 
effect. 











Abe Lincoln’s signature makes its debut on the closed circuit television at Riggs National 
Bank of Washington, D. C., which connects the banking rooms with the bookkeeping 
department several blocks away. Checks written by Francis Scott Key, Gen. , Winfield 
Scott, Daniel Webster and Henry Clay were also used in the ceremonies inaugurating the 
system on September 18, 1953. The 10-inch screen is installed with microphone and control 
equipment in a specially-designed desk insuring privacy for customers and officials. President 
Robert B. Fleming said that television had enabled the bank to decentralize some of its 
operating procedures. Officials of the bank, RCA and American Amplifier & Television 
Corp. look on. . 
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F.D.LC. Reports Higher Trust 
Department Earnings in 1952 


The gross earnings of trust depart- 
ments in commercial banks insured by 
the Federal Deposit Insurance Corpora- 
tion reached a total of $204,967,000 in 
1952 as compared with $192.313,000 in 
1951, a gain of approximately 6.6%. 
Trust gross earnings have been going 
up steadily for a decade, according to 
the recently issued annual report of the 
Corporation, the December 31, 1952 
figure being almost twice the $104,710.- 
000 amount of ten years ago. The ratio 
of trust earnings to total bank earnings, 
however, has moved in the opposite di- 
rection — 4.2% in 1952, 4.4% in 1951, 
and 5.3% at the start of the decade. 


Trust and Bank Earnings 
in Insured Commercial Banks 


Trust Dept. Ratio to 
Earnings Total Bk. 
Year (in thous.) Earnings 
1943 104,710 5.3% 
1944 112,486 Fh 
1945 120,317 48 
1946 140,340 4.9 
1947 144,734 4.7 
1948 156,678 4.6 
1949 160,430 4.4 
1950 180,674 4.6 
1951 192,313 4.4 
1952 204.967 4.2 
A A A 


Six Groups Sponsor 
Estate Planning Conference 


A two-day estate planning conference 
was presented October 2-3 at the Uni- 
versity of Buffalo with the cooperative 
backing of six organizations: the Bar 
Association of Erie County; the Buffalo 
Area Chapter of Certified Public Ac- 
countants; the Trust Division of the 
New York State Bankers Association: 
the Western New York Chapter of Char- 
tered Life Underwriters; the Buffalo 
Life Insurance, Trust and Banking 
Council; and the Estate Analysts of 
Western New York. 


Lecturers and panel members from 
New York City were Fred W. Ohmes, 
trust officer of City Bank Farmers Trust 
Co.; Leonard Price, certified public 
accountant; Robert U. Redpath, char- 
tered life underwriter; and Joseph 
Trachtman, adjunct professor of law at 
New York University and New York 
legal editor of Trusts AND EsTATES. 
Albert R. Mugel, associate professor of 
law at the University of Buffalo, was 
moderator of the panel while the intro- 
ductory address on Friday was delivered 
by T. Raymond McConneil, chancellor 


of the university. 
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IE 


SN ‘Highlights of San Diego Meeting, October 29-30 


Grates, a neem 


Cover of Trust Conference Program 


ROM THE WELCOMING REMARKS OF 
the genial Maurice James, as gen- 


eral chairman, to the Chauncey Depew- 
like commentaries of Robert E. Lewis 
of Pacific National Bank in Seattle, who 
presided at the final session, the 27th 
Western Regional Trust Conference of 
the American Bankers Association, held 
at San Diego on October 29-30. met the 
best traditions of the Western confer- 
ences for sincere hospitality and frank 
discussion of current and _ prospective 
trust issues. 


Opening the meeting to the 230 dele- 
gates and the wives of many of them, 
Mr. James, vice president and trust offi- 
cer of the First National Trust & Sav- 
ings Bank of the host city, expressed 
understandable pride in his now very 
metropolitan home-town, and in the 
great importance of corporate fiduciar- 
ies in social and civic as well as finan- 
cial spheres. Citing figures published in 
Trusts AND Estates on the volume of 
trust assets now being administered 
(nearly $40 billion in national banks 
alone) he paid gracious compliment to 
the contribution the magazine has made 
to trust progress, and credited trust ex- 
aminers and supervisory authorities 
with invaluable cooperation. 


Pacific Coast Trust School 


A Trust Division with 26 students, a 
faculty of four and an Educational Di- 
rector, was added this year to the Pa- 
cific Coast Banking School, Victor R. 
Graves, vice president and trust officer 


of Peoples National Bank of Washing- 
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ton, Seattle, informed the conference. A 
total of 244 students and 19 taculty 
members participated in the two week 
session which began August 22. The 
trust courses this year included Trust 
Business taught by Gilbert Stephenson. 
former Director of Trust Research of 
the Graduate School of Banking; Trust 
Law and Taxation, by Walter Nossa- 
man, member of the Los Angeles Bar, 
and California Legal Editor of Trusts 
,nD Estates; Asset Management. by 
Duke Ducournau, vice president of 
Wells Fargo Bank & Union Trust Co., 
San Francisco; and Human Relations 
Aspects, presented by R. M. Alton, vice 
president and trust officer of United 
States National Bank. Portland. In addi- 
tion, Current Problems, a course held 
jointly with the bankers, was handled 
by Jules I. Bogen, New York University 
Professor. 


The first Trust Class—‘“a fine group 
of youngish men,” Mr. Graves said— 
distinguished themselves by a 100% 
record of attendance and punctuality not 
only for the classes, but for the evening 
Bull Sessions, as well, which were vol- 
untary. A trust student, Miles Flint, 
trust officer of Citizens National Trust 
& Savings Bank, Los Angeles, was elect- 
ed President of the Class of 1955, repre- 
senting both bankers and _ trustmen. 
“The prestige of instructors, the high 
type of instruction, the fine attitude of 
the students and the standards set in 
the Trust Division,” Mr. Graves stated, 
“were recognized throughout the school 
and caused considerable favorable com- 
ment. More than once reference was 
made to the Trust group as the ‘Aristo- 
crats’ of the school.” 


The trust students came from five 
states in the following numbers: Cali- 
fornia 14, Washington 7, Oregon 3, 
Utah 1, Colorado I. It is the present 
plan to limit enrollment to 25 new men 
each year, which, with a three year 
course, will build the Trust Division to 
a total of 75. 


The instruction and curricula will be 
always at graduate, not trade school, 
level. The present subjects will be con- 
tinued, and in future years special lec- 
turers will deal with phases of real 
property management, trustee admini- 
stration of farm lands and _ livestock, 
techniques and pitfalls of operating 
various businesses, and other trust sub- 
jects. 

Fight “attitudes” for trust department 
heads for supporting the school and 
gaining the greatest advantages from it 
were outlined by the speaker. Included 
were the realization that knowledge and 
understanding gained at the school 
would otherwise require many years of 
study and practical working experience 
with the hidden costs of “learning while 
doing,” and the recognition that the 
$200 annual cost, plus travel and a few 
incidentals, was “piffling” in compari- 
son with the values received. 


A.I.B. Trains Candidates for 
Bank Management 


The program of the American Insti- 
tute of Banking offers vital assistance 
in meeting the two major problems con- 
fronting bank management — training 
new staff members. and cultivating a 
management line of succession — Siet- 
son B. Harman, the trust fraternity’s 
own gift to The American Institute of 
Banking presidency this year, told the 
delegates. Mr. Harman, who is trust offi- 
cer and assistant secretary of First 
Trust & Savings Bank, Pasadena, added 
that the Institute’s present-day curricu- 
lum is defined in four distinct phases, 
related to one another, and together 
representing the natural educational de- 
velopment of a mature banker: first, 
orientation for rapid adjustment of the 
new employee; second, the skill train- 
ing courses which reduce personnel 
turnover and training costs; third, the 
courses in basic principles of law, eco- 
nomics, and accounting which lead to 
the Institute’s Pre-Standard and Stand- 
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ard Certificates; and fourth, training 
for executive development. Here are 
found specialized courses in Trusts, In- 
vestments, Credit Administration, and 
Bank Management which many univer- 
sities do not offer. The Institute text in 
Trusts is currently under revision to 
meet present requirements. 


Last year the Institute enrolled 49,- 
000 students in its classes, Mr. Harman 
said, and it has encouraged participa- 
tion in debate, public speaking, forum 
and seminar programs, and public rela- 
tions. “We want our profession to de- 
serve the respect, confidence and ap- 
proval of the banking public. Encour- 
agement, not manage- 
ment to staff members to avail them- 
selves of the Institute’s educational pro- 
gram can do much to assure the achieve- 
ment of those desires.” 


coercion, from 


Pension Business Outlook Bright 


Ten million employees are now cov- 
ered by private retirement programs 
throughout the United States, and still 
further growth can be expected, Robert 
- A. Wilson, senior vice president of The 
Pennsylvania Company for Banking 
and Trusts, Philadelphia, and immedi- 
ate past president of the American 
Bankers Association Trust Division, 
told the delegates. These retirement 
plans, he indicated. offer a continuing 
and desirable field of new business. 


Mr. Wilson remarked that only 110 
plans had received qualification rulings 
prior to 1930, according to the Internal 
Revenue Service; twelve years later 


1,947 plans had qualified, by 1948 there 
were 11,742, and as of June 30, 1953, 
that figure had risen to 22,069. Of this 


Audience at Western Regional Trust Conference 





total of qualified plans, only 6.3% have 
been terminated. Employer contribu- 
tions to private pension and welfare 
funds, according to the Department of 
Commerce, totaled $3,436,000,000 in 
1952, representing an increase over the 
previous year of $311 million. 


Approximately 9% of our population, 
or roughly 14,000,000 people, are now 
over age 65; and this number is in- 
creasing by about 500,000 a year, more 
rapidly than our population as a whole, 
the speaker said. It is estimated that 
this age group will eventually reach 
14% of the population, and may be as 
much as 25% our voters. Already 16 
states have formed committees to study 
the needs of this older age group. 


Labor’s retirement program objec- 
tives are nowhere more clearly stated 
than in the American Federation of 
Labor’s pamphlet, “Pension Plans under 
Collective Bargaining, a Reference 
Guide for Trade Unions.” It points out 
that pension benefits are not gifts from 
the employer but deferred wages, and 
that when a company’s wage scale and 
working conditions are satisfactory, a 
pension plan should become part of 
contractual demands. 


The monies contributed now actually 
cover less than 20% of the potential 
number of employees who might be 
covered under private retirement pro- 
grams, Mr. Wilson stated. Moreover, 
the area of the self-employed has been 
completely untapped, although a bill has 
been proposed in Congress to cover 
their retirement. Should individuals be 
permitted to provide a tax-free basis 
for their own retirement, present num- 


bers might be speedily doubled. 































On the subject of potential, it has 
recently been estimated by reliable 
sources that only about 25% of the 
nation’s banks have formal pension 
plans at the present time. 


Recently published excerpts from a 
report on the Securities and Exchange 
Commission state that out of $8,600,- 
000,000 worth of corporate securities 
sold during 1952, private pension trusts 
bought about $1,300,000,000. Pension 
fund trusts accounted for about one- 
third of all corporate security purchases 
made by individuals in that year. 


The purchase in the retirement trust 
of the securities of the company estab- 
lishing the plan has a double-barrelled 
effect, Mr. Wilson pointed out, for the 
employe’s old age security thus provided 
is to some degree dependent on his own 
efforts. Only if the company is success- 
ful will the plan be successful. 

Many experienced businessmen feel 
that profit-sharing plans, if properly 
set up and administered, under which 
the employees will gain a real under- 
standing of the profit system and the 
demands on corporate profits, may well 
be the keystone to a far greater under- 
standing between Management and 
Labor than has ever previously existed. 

It is becoming increasingly apparent 
that this type of activity under which 
trust departments may render a very 
real administrative and investment ser- 
vice is no longer going to be concen- 
trated in the large metropolitan areas, 
the speaker advised. While smaller 
banks cannot set up separate pension 
trust departments, some one in each 
organization can be delegated to obtain 
as complete an understanding as pos- 
sible of the whole retirement field. The 
accounting features presently carried 
on in the average trust department can 
easily be adapted to this type of busi- 
ness, and since all trust companies have 
an investment or trust committee al- 
ready established, present investment 
procedures should be adequate for ad- 
ministering this type of account. 


There can be little doubt that private 
retirement programs will increase in 
number through the years, Mr. Wilson 
assured his audience, “trustmen should 
prepare and equip our individual de- 
partments to solicit this desirable form 
of new business, as well as to admin- 
ister it soundly and profitably.” 











Foreign Relations 


In a_ straight-thinking talk that 
brought the audience to its feet in 


(Continued on page 857) 


TRUSTS AND ESTATES 





Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate, 
and Interest Trust and Income Tax Records 


Handling of Security Real Estate Management and 
Sales and Purchases Mortgage Servicing 


Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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ADMINISTERING THE MARITAL DEDUCTION 


A Summary of Five Years’ Experience 


ROBERT M. LOVELL 


Vice President, The Hanover Bank, New York City 


HIS IS A SUMMARY OF THE EXPERI- 
jae gained by 36 trust companies 
in administering 1202 estates, each of 
which involved the marital deduction. 
A questionnaire was sent to trust de- 
partment heads in all parts of the coun- 
try. They were asked factual questions 
and invited to express their own opin- 
ions and explain their preferences. 


My first series of questions concerned 
experience with tax auditors. Of the 
1202 estates reported, 699 or 58% had 
reached the point in their administra- 
tion where the Federal Estate Tax audit 
had been completed. | asked, “Jn how 
many estates did the mariial deduction, 
as such, occasion Federal audit difficul- 
ties?” The answer was in 24 estates or 
3.4%. A large fraction of the audit 
problems related to such narrow ques- 
tions as “Does a certain insurance pol- 
icy, payable to the widow under an 
involved mode of settlement, qualify 
for the marital deduction?” 


My next question was, “Have Federal 
Field Agents gone beyond their tradi- 
tional interest in assets and deductions 
and concerned themselves with how the 
estate has been administered and what 
has been used to satisfy the marital 
share?” The answer from all parts of 
the country was an almost unanimous 
“no.” Experience has confirmed as ill- 
founded our early fears as to whether 
Field Agents would assume the role of 
special guardians and examine into the 
administration of the estate and the 
marital trust to confirm that the widow 
did in fact receive all the income and 
that no non-qualifying assets were used 
to set up the marital trust. 


My next question was. “Have the 
presence or absence of clauses designed 
to make sure that a trust will qualify 
for the M.D. been significant?” Most 
banks said “no.” Nine banks expressed 
the qualified opinion that such langu- 
age had been helpful but their com- 
ments made it clear that, while they 


From address before New York State Bar Asso- 
ciation, Banking Law Section, Buffalo, New York, 
September, 1953. 
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liked the inclusion of language designed 
to make certain that the widow’s trust 
would qualify, there have been relatively 
few cases in which the precautionary 
clauses have really made a difference. 


Administration Problems 


My next series of questions concerned 
administration, I asked, “Jn how many 
cases has the marital deduction caused 
administration difficulties? The answer 
was, in 62 estates out of 1202 or only 
5%. The difficulty most frequently ex- 
perienced was that of allocating income 
between the marital and the non-marital 
shares. The nuisance problem of apply- 
ing the Greeley formula was next, allo- 
cation of profit and loss was third and 
problems relating to non-qualifying as- 
sets were mentioned less frequently. 


Formula Clauses 


I asked my brother trust officers 
whether they recommended formula 
marital deduction clauses. Twenty-six 
said “yes” and 4 said “no.” 


The answers to the next question sur- 
prised me. It was, “Which do you pre- 
fer, a formula clause which (a) meas- 
ures the dollar amount of the marital 
legacy or trust or (b) one that measures 
a fractional share of the residue?” Most 
wills I have seen provide in an early 
paragraph an outright legacy or a gen- 
eral trust which is to be measured by 
the formula. What the widow is to get 
is clearly a pecuniary bequest—a gen- 
eral legacy. The function of the formula 
is merely to measure the dollar size of 
the legacy or trust. 


A quite different way of using the 
M.D. formula is to make the formula 
measure a fraction of the residue. The 
formula so used establishes not a dollar 
amount, but a share. The will directs 
that the residue, after tax, shall be di- 
vided into two parts. Part A is measured 
by the M.D. formula. Part B is what 


is left over. 


Despite the fact that the legacy has 
been much more commonly used, the 


response was overwhelmingly in favor 
of the residuary share. The vote was 
24 for the share against 4 for the legacy. 


Let’s compare the characteristics of 
each device. The Legacy Maximum 
Marital Deduction Formula Clause usu- 
ally appears as an early paragraph of 
the will and is clearly a pecuniary leg- 
acy. As such, it has these characteristics. 

1. It is preferred—it will be satis- 

fied in full before residue gets a 

penny. 


2. It is fixed in amount—unlike a 
share, it does not increase or decrease 
with the changing market values of 
estate assets. 


3. In New York, as a legacy it 
bears no interest until seven months 
after probate. If, instead of being out- 
right, it was a general trust—it would 
be entitled to interest at the average 
rate of return from date of death. 


4. If the legacy is satisfied by dis- 
tributing securities which have appre- 
ciated, a capital gains tax results. 


Now consider the “Share of Residue.” 


1. Distributions in kind result in 
no capital gains tax. 


2. All income allocation problems 
are avoided. The widow gets her 
share. 


3. Profits and losses affect the wi- 
dow and children alike. 


4. Consider your average client’s 
intent. Doesn’t he understand he is 
giving his wife half? A fraction? A 
share? 


It is true that some of these factors 
have little significance if the widow is 
to get all of the income from both 
shares. But trustmen who have to work 
out the knotty problems of administra- 
tion, have no doubt as to preference. 


One trustman pointed out that a fixed 
amount legacy of such a substantial part 
of an estate creates a dangerous margin 
situation. That point is most significant! 
Suppose debts and administration ex- 
penses equal 10°%—taxes amount to 
20°;—then add the marital legacy of 
50% and fixed obligations total 80%, 
leaving a precarious residue. 
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Should not the executor liquidate all 
assets promptly? Too often, frozen as- 
sets or beneficiaries’ objections prevent 
him selling as his judgment dictates. 
But he is still responsible if losses occur. 


For an excellent exposition of “The 
Residue Formula,’ see an article by 
that title in the December 1951 issue of 
Trusts AND Estates, by Kiley and 
Golden of the Harris Trust and Savings 
Bank, Chicago. 


Optional Valuation 


No bank has encountered the prob- 
lem that would arise if the spouse urged 
the election of the Federal optional val- 
uation debt, which would result in the 
largest Federal Estate Tax just so her 
marital share would be bigger. Several 
volunteered the opinion, however, that 
they would resist such a proposal most 
vigorously. But one or two pointed out 
somewhat related problems which de- 
serve careful thought. Assume these 
facts: 


Large short-term capital gains are 
realized by the executor. On the anni- 
versary of death, it can be determined 
that estate taxes will be smallest if date 
of death values are used. However, use 
of optional values would obviate the 
capital gains tax, and considering both 
income and estate taxes—the estate will 
fare best by using optional values. But, 
can the executor proceed on that basis? 
If the marital share is measured by the 
formula, the executor in electing the 
higher estate tax valuation will be tak- 
ing property away from the residuary 
legatees and giving it to the widow. 


The same problem arises when we 
face that already difficult decision, of 
whether to use tax deductions—such as 
administration expenses and legal fees— 
as deductions to reduce death taxes or 
income taxes. Suppose in a given case 
the figures work out so that, consider- 
ing the over-all tax situation, Uncle 
Sam will get less dollars if the deduc- 
tions are used to reduce the income tax. 


That makes the widow happy in two 
different ways. She pays less income tax 
and, since the deductions are not used 
to reduce the adjusted gross estate, the 
marital share will be increased by 50% 
of the deductions in question. Converse- 
ly, the residuary legatees have two rea- 
sons to be unhappy. Estate taxes pay- 
able from their share will be increased 
and the distributable estate which they 
receive, after carving out a larger mari- 
tal share, will be smaller. 


Thus, the executor is in a quandary. 
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Shall he make the decision which is 
best tax-wise and risk the objections of 
the residuary legatees or, shall he take 
the easier course consoling himself with 
the thought that after all he is conform- 
ing to traditional practice in using ad- 
ministration expenses to reduce estate 
taxes and, proceed on the theory that 
the widow’s objections are less likely 
to be sustained. The remedy, of course, 
is a clause that, in effect, permits the 
executor to follow the course which will 
result in the smaller tax. 


Tax or Market Value 


The question which produced the 
most marked difference of opinion was 
this. “Do you prefer a provision direct- 
ing that assets delivered in kind shall 
take their tax value or their market 
value?” Factors pro and con include 
the following: 


If market value is to control for pur- 
poses of distribution and what the wi- 
dow gets is a general legacy or trust, 
the estate will have to pay a capital 
gains tax on whatever paper profits 
there may be on securities distributed 
in kind. If, instead, the will directs that 
tax value is to apply for purposes of 
distribution, then no gain or loss will 
be realized. 


Most of the trust companies, who in- 
dicated a preference for market value, 
cited the fact that no value except cur- 
rent market could be equitable and, if 
a prior tax value was to control, the 
executor would have to decide whom to 
favor. 


Some advocates of tax value feel that 
there is a real advantage in being able 
to favor the non-marital share so that 
less property will be taxed when the 
widow dies. Assume, for instance, that 
the widow receives income from both 
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tuberculosis 


the marital and the non-marital shares. 
Perhaps she is co-executrix and her de- 
cisions, as such, are dictated solely by 
unselfish tax planning for her family. 
If the will directs that tax values are to 
apply, she can urge that securities which 
have gone down in price be put in the 
marital trust and those that have gone 
up be allocated to the non-marital share. 


In other cases, it is not a question 
of favoring anybody as to current 
values, but it just seems to make sense 
to put growth items into the share 
which will not be taxed when the widow 
dies. 


The voting went: 41% preferred tax 
value, and 59% voted for market value. 


On Balance 


My last question was this, “Jn general 
have fewer problems developed than 
anticipated? Have the advantages of 
smaller taxes and ‘one party trusts’ out- 
weighed the complications?” The an- 
swer was overwhelmingly in the affirm- 
ative. Ninety-three per cent of the trust 
companies felt that most of the antici- 
pated problems had not developed. 


While relatively few complications 
have been encountered, we should be 
aware of typical situations which can 
make trouble. Here are a few examples. 


The surviving spouse is the executor 
or co-executor. She receives a formula 
legacy. She has no interest in the resi- 
due from which all taxes are paid. Diff- 
cult questions arise on audit in which 
the Treasury Department attempts to 
increase values or perhaps seeks to in- 
clude gifts to parties other than the 
spouse. In such a case, the selfish inter- 
est of the spouse is in direct conflict 
with her duty as executor. The Treasury 
Department is trying to make the tax- 
able estate bigger and she personally 
will receive 50 cents out of each dollar 
increase. 


Human nature being what it is, she 
should not be exposed to that tempta- 
tion. Someone else should be the execu- 
tor. 


The same temptation can exist with 
somewhat similar facts even though the 
spouse is not the executor. When the 
inclusion of a gift hangs on the question 
of contemplation of death, the person 
in the best position to give the most 
useful testimony is frequently the spouse. 
In such a case, the marital deduction 
formula clause can turn the executor’s 
most promising witness into one who 
may be eager to help the tax assessor. 


Another possibility. Suppose addi- 
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tional non-testamentary assets are dis- 
covered years after the tax proceedings 
have been settled and the estate dis- 
tributed. The widow got the formula 
amount and the residue went to others. 
If the new assets qualify for the marital 
deduction, the widow has been over- 
paid. If they don’t, she is entitled to 
property that was distributed to the 
residuary legatees. Should she initiate 
an action to recover from the legatees 
or from the executor? Or must the exec- 
utor undertake to resettle the tax pro- 
ceedings and to recover and reshuffle 
the distributable assets? And how is he 
compensated and what does he use to 
pay his attorney? 


These are examples of situations 
which have béen excellently summar- 
ized by Mr. Theodore Siskind in a 
series of articles entitled, “The Maxi- 
mum Marital Deduction Formula in the 
Taxation of Decedents’ Estates,” in the 
New York Law Journal during July 
1952. Mr. Siskind’s conclusion is that 
the maximum marita! deduction form- 
ula should not be used. My friends in 
the trust business seem io have the 
opposite opinion. 


However, we can all agree that the 
ability to recognize situations which 
may cause trouble should enable at- 
torneys to draw better wills for their 
clients. 


One precaution: When a trust is 
measured by a formula, the possibility 
exists that the trust may be as small as 
$20 or 20 cents. I think it is good prac- 
tice to provide that the formula amount 
is to go into trust only if it exceeds 
some stated minimum. I| personally feel 
that a trust under $30,000 or $40,000 


is economically unsound. 


Interest on Tax Money 


We were recently confronted with 
the novel problem as to who was en- 
titled to the interest earned on the tax 
monies during the administration pe- 
riod. The residue was left one-half in 
a qualifying trust for the widow, and 
the other half in trust for children. The 
will directed that all estate taxes should 
be paid from the children’s share. The 
tax was a very substantial amount which 
earned many thousands of dollars dur- 
ing the period of administration. 


We were confronted with three pos- 
sible answers: allocate the income (1) 
in the ratio of the gross residue; (2) in 
the ratio of the distributable estate; 
(3) all to the children. The third pos- 


sibility seemed the most equitable since 


the income represented earnings on tax 
monies that they alone contributed. 


This example points out the impor- 
tance of visualizing problems which may 
arise so that the testator can decide 
what he wants and the will can be 
explicit. 


When the Widow Dies 


There is an entirely different set of 
problems which trustmen fear will 
plague us most, when the widow dies. 
They are not particularly attributable 
to the marital deduction but are the old 
familiar problems inherent in a general 
power of appointment. The marital de- 
duction will greatly increase the number 
of such trusts and problems which, in 
the past have arisen occasionally, will 
be much more common. Here are ex- 
amples: 


The marital trust created by hus- 
band’s will was over $100,000. There 
were three trustees, including the bank. 
Each received a full statutory trustee’s 
commission. The widow died and ex- 
ercised her power of appointment by 
creating second life estates for each of 
her five children. Result—the bank and 
each of the individuals thereafter re- 
ceives one-third of a legal commission 
instead of a full trustee’s commission 
and have the iob of running five little 
trusts instead of one of reasonable size. 


When the bank qualifies as trustee 
under the husband’s will, it can have 
no knowledge of, nor control over, the 
widow's exercise of her general power 
of appointment. She may add new and 
incompatible trustees. Her will may 
substitute unacceptable powers for those 
of her husband’s will. Trust companies 
are staunch champions of the rights of 
the draftsman to represent the executors 
and trustees but, in many of these sit- 
uations, the draftsman of the widow’s 
will may be preferred by co-trustees or 
beneficiaries designated by that will. 


Can we argue that we have completed 
the trust administration for which we 
qualified and seek to resign and thus 
avoid a continuing trust with inade- 
quate compensation and perhaps incom- 
patible co-trustees? If we could resign. 
would we be entitled to trustee’s prin- 
cipal paying commissions? I’m afraid 
that in New York the answer to both 
questions is “no.” 


Suppose the widow at her death has 
no individual assets and there is no 
executor or administrator willing as a 
gratuitous volunteer to take on the prob- 
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~ Meer Your Foreian RELations 


The Preliminary Determinant of our Welfare 


LESLIE E. GEHRES 


Retired Rear Admiral, U. S. Navy; Executive Vice President, Constitutional Foundation, Inc. 


00 MANY AMERICANS ALLOW THEIR 

hopes to run away with their un- 
derstanding of what we face in the war 
of survival in which we are engaged. 
We find it hard to believe that other 
people in this world can exalt as the 
highest morality any deceit or treachery 
which will advance their victory in the 
class war they force upon the world. 


Yet that was exactly Lenin’s exposi- 
tion of the communist ethic in his speech 
to the Young Communist League in 
October, 1920. And it is still the com- 
munist ethic today. Their words are 
not our words. In them we can place 
no trust for they have no God by whom 
to swear truth. 


Too many among us have accepted 
Communism as a political party, or as 
an economic theory. It is neither of 
these. Despite the communists’ derision 
of all religion, communism is today it- 
self a form of religion seeking to estab- 
lish a new concept of morality upon all 
mankind. 


Their revolutionary strategy is not 
concerned with short range goals. That 
is the field of tactics. Their strategy em- 
braces the application of revolutionary 
theory to the world situation as it may 
exist at any given period and directs 
when and how to shift to defensive or 
offensive tactics as a particular cam- 
paign may require. If this is under- 
stood, then much of the mystery is re- 
moved from the confusing and appar- 
ently incomprehensible shifts in the 
communist line. A threat here, a con- 
cession there, they zig-zag toward their 
ultimate goal just as a battleship zig- 
zags in submarine waters always mak- 
ing a percentage gain along the base 
course. 


Realistic Foreign Policy Necessary 


Another field in which most Ameri- 
cans, intent on making a living, trying 
to get on in the world, have failed in 
understanding is the nature of war and 
the essentials of foreign policy. It is 

From address at Western Regional Trust Confer- 


ence, A.B.A., San Diego, California, October 29, 
1963. 
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vitally important that all our people 
increase their knowledge and under- 
standing in these fields. Unless they do, 
no leaders, no administration in a repre- 
sentative government such as ours, can 
successfully conduct a foreign policy or 
successfully wage a war. 


Foreign policy is not something to 
be left to a State Department alone. It 
is not something outside the lives and 
interests of ordinary people. It is the 
most important thing in their lives for 
to a large degree the kind of life they 
and their children will live, yes, even 
if they are to live at all, depends upon 
the success or failure of their govern- 
ment’s foreign policy. 


The basic principle of all successful 
foreign policy is intelligent self inter- 
est. Starry-eyed altruism, high sounding 
slogans, or a burning desire to do 
good to other people have no proper 
place in the development of foreign 
policy. 

So it is with foreign policy. If we 
intelligently pursue our own self inter- 
est (and that of course rules out selfish- 
ness, greed and aggression) and re- 
frain as best we can from doing harm 
to others who mean us no harm, allow- 
ing them to do good for themselves in 
their own way according to their own 
ideas of what is good, we would get 
along a lot better in the world. 


Everybody understands self interest. 
They can and will believe that a nation 
will act thus. We are distrusted and 
actively disliked around the world to- 
day for the simple reason that the recipi- 
ents of our great bounty cannot believe 
that we are altruistically motivated. 
They are sure there must be a hidden 
gimmick somewhere . . . a bill to be 
presented later, and one they will not 


like. 


Prestige attaches to the strong and 
the determined, to the individual or the 
nation which stands firmly for the right, 
which deals fairly with others and de- 
mands honest dealing in return. The 
strong and wealthy are never loved (as 
you bankers should know all too well) 


and to seek love with gifts and sur- 
render of principle is to find only scorn 
and envious hatred. 


The best test of any American for- 
eign policy, one which if met will in the 
end assure us of both respect and pres- 
tige, is this: “Is this good for Amer- 
ica?” Deciding, and then attempting to 
do what we think is good to other na- 
tions is certainly not beyond our wis- 
dom and capacity. 


Cold War is Everywhere 


War is commonly thought of in terms 
of shooting, when in fact shooting is the 
last desperate resort in modern war. 
War is a matter of pressures: political, 
economic, psychological, or physical. 


The enemy has his partisans infiltra- 
ted into every segment of our home 
front working in devious ways to con- 
vince us that maybe after all commun- 
ism is something we can co-exist with; 
that maybe after all it is a forward 
moving experiment. rough at first but 
its excesses justified by its professed 
humanitarianism. Maybe if we just sit 
down in sweet reasonableness the enemy 
will grant the weary world what was 
not forced from him in the trial at 
arms. That kind of wishful thinking is 
sO easy, so reassuring ... just shut our 
eyes and close our brains and the bogey- 
man will go away. We’ve tried that be- 
fore and he hasn’t gone away. 


The communists desperately needed 
a truce in Korea. Peace — no. But a 
breathing spell — yes — to enable their 
inferior industrial machine capacity to 
catch up with the fast rolling industrial 
machine of the United. States. They fig- 
ured, and all too accurately, that all 
they had to do was to sing the same 
old siren song of peace and trade with 
a few boasts of atomic development 
thrown in, and our reluctant, subsidized 
allies would turn eastward again, ap- 
peasement umbrellas in hand. 


Europe Communist Goal 


For the communists the road to their 
goal of world dominion leads through 
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Asia, Asia Minor and North Africa to 
surround and strangle the peninsula of 
Europe and finally to isolate this last 
citadel of freedom wherein we live. That 
long-range plan was laid out by Lenin 
way back in 1920 in a speech to the 
All Eastern Congress in the city of 
Baku. But as we did Hiiler’s “Mein 
Kampf,” we have disregarded this clear 
warning and statement of intent. 

We must face the possibility that 
fighting may flare up again in Korea; 
or blaze up with renewed fury in Indo- 
China. If we stand aside, all the agony 
and suffering in Korea will have been 
utterly wasted and the communists will 
consolidate their long planned conquest 
of east and southeast Asia. We all reco- 
gnize that what happens to Europe is 
our concern, and Asia is the communist 
road to Europe. The Russians are off 
balance right now. Now may be the last 
opportunity we will ever have to shake 
them off their tight rope. Once they 
regain a stable platform, once they over- 
take our narrowing lead in nuclear 
weapons, once the restless and desper- 
ate people of the captive countries are 
finally disillusioned of their hopes of 
help from the west. then the bear that 
walks like a man will break the truce 
and again attack. 

We have one road to peace and se- 
curity. It is rocky and all uphill. But it 
has four clear signs along its route. The 
first is recognition of the danger in 
which we live. Second is courage to face 
it. Third is a hardened determination 
to build and maintain our strength, re- 
gardless of cost, to a point where we 
will, like a magnet, attract those now 


Trust to Bring Speakers 
on Economics 

The John E. 
Owens Memorial 
Trust to bring to 
Dallas eminent 
speakers in the field 
of world economics 
was announced on 
September 12. The 
fund is the gift 
of Mrs. John E. 
Owens and will be 
administered by the trust department of 
Republic National Bank of that city. 


J. E. OWENS 


The late John E. Owens was for many 
years a financial, business and _ civic 
leader in Dallas and Texas generally, 
and at the time of his death in 1950 
was a retired vice president of the bank. 
He was well known as an accomplished 
speaker on economics and believed strong- 
ly in the importance of public under- 
standing of the bases of American and 
world prosperity. 
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wavering in the enemy’s magnetic field. 
Fourth, and most important of all, is 
a national rededication to the principles 
upon which this nation has stood; of 
firm adherence to the right as God gives 
us to see the right; an end to the false 
and cowardly hope that there can ever 
be any lasting, successful compromise 
between righteousness and evil. 


This will mean sacrifice, perhaps 
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some surrender of the accustomed ease 
and comfort of our lives, some let-down 
in our so-called social gains. It will 
most certainly mean a continuance of 
the tax burden we have long complained 
of. But if we are honest, we wil! pay the 
price now of our own past folly and not 
pass it on to future generations in the 
form of an increased debt and a de- 
based currency. 
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Trust Council Activities 


As the Fall season brought Life Insur- 
ance Trust and Estate Planning Coun- 
cils back “in action,” an outstanding de- 
velopment was reported by the Estate 
Planning Council of Southeast Florida. 
On Octobe: 21st, members of the Coun- 
cil appeared on a television program 
“Law of the Land,” sponsored as a pub- 
lic service by WTVJ. Dealing with es- 
tate planning, the panel consisted of ac- 
countant Allen Tomlinson, underwriter 
Winston W. Wynne, attorney Albert 
Bernstein and trust officer Frank Smath- 
ers. On the following night, the Council 
elected these officers, all of Miami, for 
the ensuing year: 


Pres.: Winston W. Wynne, Connecti- 
cut General Life; 1st Vice Pres.: Charles 
A. Morehead, attorney; 2nd Vice Pres.: 
Richard C. Boggs, Little River Bank & 
Trust Co.; Sec.: V. R. King, Prudential; 
Treas.: John Rife, C.P.A. 


Atlanta — Coun- 
cil on September 
28th elected as its 
new president Wal- 
lace Montgomery, 
trust officer, Trust 
Company of 
' Georgia. Other of- 
an ficers elected were: 
WALLACE MontcomEry Vice Pres.: James 
P. Poole, Guardian Life; Sec.: J. Ben 
Moore, trust officer First National Bank; 
Treas.: John H. Thurman, Penn Mutual 
Life. 





Other October meetings reported to 
T&E were: 


Pittsburgh — 6th: Reginald C. Short, 
trust officer at the Butler office of Fidel- 
ity Trust Co., described the case history 
of an actual estate plan. 


Chattanooga—7th: An informal din- 
ner meeting was held at the local Golf 
& Country Club. 


El Paso—20th: Richard H. Feuille, a 
member, discussed the subject “Who 
Should Buy, Pay for and Own the Life 


Insurance.” 


Fort Worth—20th: Paul Jackson, Dal- 
las attorney, reviewed recent develop- 
ments in Federal taxation. (Meeting 
time has been changed from evening to 
4:30 P.M. to facilitate attendance. ) 


Toronto—6th: H. H. Tees, of the 
Montreal firm of Marler & Marler, bar- 
risters, delivered an excellent paper on 
“Matrimonial Status in the Province of 


Quebec.” 
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Hanover Host to Young Lawyers 


Forty-four young attorneys, includ- 
ing six women, specializing in fiduciary 
law were guests of The Hanover Bank 
at a Young Lawyers’ Trust Conference 


conducted in the bank’s board room 
October 21. All were selected by their 
respective law firms. 


Held semi-annually, the conference 
keeps The Hanover in touch with the 
young lawyers in the New York Metro- 
politan area. 


The all-day meeting covered all 
phases of trust work and featured talks 
by senior and junior bank officers. 
Guests toured the bank prior to lunch- 
eon in the board room and were intro- 
duced to department heads and senior 
accountants. 


Randolph C. Harrison, vice president 
in charge of the personal trust depart- 
ment, welcomed the group, and W. H. 
Eierman, assistant vice president, pre- 
sided. Conference speakers and their 
subjects included: F. P. McKenzie, vice 
president, “Pension Trust, Profit-Shar- 
ing Plans and Savings Plans;” William 
McGorry, assistant secretary, “Will Re- 
view and Estate Analysis;” W. H. Cole, 
assistant vice president, “Custodian Ac- 
counts;” C. F. Mapes, vice president, 
“Estate Administration;” L. E. Lamb, 
vice president, “Trust Administration ;” 
R. K. Fox, vice president, “Invest- 
ments;” H. B. Pease, assistant vice 
president, “Common Trust Funds;” and 
R. M. Lovell, vice president. “The Law- 
yer and the Bank.” 


The conference idea is well-received 
by law firms, and audience participa- 
tion and subject matter have expanded. 
Letters to those who attended, and to 
the senior partners who nominated them, 
suggest discussion of the content and 
purpose of the program and invite sug- 
gestions for future conferences. 


A A A 


Pension Seminar Held by 
Kennedy Sinclaire 


The Third Annual Pension and Profit- 
Sharing Seminar sponsored by Kennedy 
Sinclaire, New York bank advertising 
firm, was held at the Downtown Athletic 
Club, November 9, 10 and 11. Represen- 
tatives from banks in 22 states attended. 
The Seminar offered a comprehensive 
review and analysis of important devel- 
opments, with speakers from the follow- 
ing groups: Actuaries, Lawyers, Bank- 
ers, Employers, Economists, Investment 
Counselors and Tax Officials. 


Underwriters Elect Presidents 


In an action unprecented in its 64- 
year history, the National Association of 
Life Underwriters at its recent annual 
meeting in Cleveland, failed to elevate 
the incumbent vice president to the 
presidency. It choose instead Robert C. 
Gilmore, Jr., of Bridgeport, Conn. John 
D. Marsh, C.L.U., of Washington, D. C., 
who would ordinarily have become head 
of the association, graciously stepped 
aside when the National Council inter- 
posed the objection that Mr. Marsh’s 
organization sells securities as part of 
its estate planning service. It was the 
group’s feeling that the association’s 
president should be an individual devot- 
ing full-time to life insurance sales. 


Also meeting in Cleveland, the Ameri- 
can Society of Chartered Life Under- 
writers elected as its new president Ger- 


ald W. Page, of Los Angeles. 
A A A 


New Insurance Booklets 


Two of the American College of Life 
Underwriter’s most widely used publi- 
cations have been revised. They are 
“Fundamentals of Federal Old Age & 
Survivors Insurance,” by Laurence J. 
Ackerman and David Ivry, and “Funda- 
mentals of Government Life Insurance” 
by Charles K. Reid, II. Copies may be 
purchased from the College at 3924 Wal- 
nut St., Philadelphia 4, at 50¢ each. 
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BANK GIVES C.L.U. SCHOLARSHIP 


At a joint luncheon meeting of the Phila 
delphia Association of Life Underwriters 
and the Philadelphia Chapter of Chartered 
Life Underwriters held October 16, at the 
Warwick, Frederic C. Wheeler, vice presi- 
dent, Fidelity-Philadelphia Trust Company 
(second from left) awarded the first an- 
nual Fidelity-Philadelphia Trust Company 
Chartered Life Underwriters Scholarship to 
Thomas F. Hills. The scholarship marks the 
first time that a banking institution has co- 
operated with the insurance fraternity by 
sponsoring a scholarship to aid in the train- 
ing of its members. The scholarship provides 
for four years of study at the Wharton 
School of the University of Pennsylvania. 
Looking on are (left) Walter J. Duffy, Dis 
trict Manager of John Hancock, and (right) 
G. W. Haines, Association President. 
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If you haven‘t been down to an Army-Navy game in Philadelphia, 
chances are you've followed it by television or radio. 

Over the years, the Army-Navy game has become a Philadelphia 
specialty. Another Philadelphia specialty is the kind of 

service we at The Pennsylvania Company offer our large “family” 
of correspondent banks. To list a few advantages: very 

fast securities transactions ...one of the biggest credit files 

in the city ...24-hour-a-day clearance of transit items. 

Could this sort of thing help you? If you're in 

town, drop in and we'll talk about it. 


The Pennsylvania Company 


for Banking and Trusts Founded 1812 


Serving more people more ways than any other Philadelphia bank 


24 offices, Philadelphia and suburbs member Federal Reserve System - Federal Deposit Insurance Corporation 


NOVEMBER 1953 





WHAT MANAGEMENT EXPECTS 
of aA “el Department 


GRAYDON HOFFMAN 


Vice President & Manager, Bank of America N.T. & S.A., San Diego, Calif. 


RUSTMEN CERTAINLY WANT TO KNOW 

how they are regarded by the offi- 
cers in senior management positions in 
the banks operating trust departments. 
Under a promise that the individual 
replies would be kept in confidence but 
the substance might be used in a general 
statement, senior executive officers of 
banks in nearly all states replied to a 
letter seeking this information. 


Most of the replies ran to two or more 
pages, abundant evidence of their real 
interest in the subject. The sampling is 
sufficiently broad geographically and as 
to type and size of institution to pro- 
vide results which may fairly be con- 
sidered representative of banking opin- 
ion around the country. Responses came 
from banks with assets aggtegating 
more than $30 billions, in size ranging 
from those with assets of $30 million to 
a limited number of very large banks. 
Many have operated trust departments 
for a long time but by accident in- 
quiries reached a number who had 
gone into the business within the past 
five years. 


They were asked to write without 
consulting their trust officers, and judg- 
ing from the replies I am sure they com- 
plied with this request. But there were 
no “Man Bites Dog” or “Bull Throws 
Congressman” incidents in the whole 
lot. 


The first three questions are closely 
related and were usually answered as 
a group: 

How do commercial banking officers 
get along with the officers in their re- 
spective trust departments? 


Are there any conflicts or difficulties 
arising from the differences in the na- 


ture of the work and responsibilities of 
the trust officers? 


Do the trust officers hold aloof from 
the banking officers? 


From address before Western Regional Trust 
Conference, San Diego, Oct. 29, 1953. 
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Coordinate vs. Specialized Operations 


Generally the responses indicate a 
favorable relationship between the two 
groups, and were substantially uniform. 
Following is a typical quotation: 


“ |. . our commercial bank officers 


and trust department officers get 
along well together, and I know of 
no conflicts of any importance that 
have arisen through differences in 
the nature of their work and respon- 
sibilities — in fact there seems to be 
an excellent degree of co-operation 
existing between the two groups. Un- 
der our setup the three highest rank- 
ing officers of the bank are: members 
of the Trust Committee and their 
advice is available at all times and 
is frequently requested.” 


Sweetness and light does not always 
prevail. In nearly every case, however, 
there seems to be a clear reason for the 
difficulty and in most of the letters the 
reason for the conflict is supplied by 
the writer. 


A few letters attribute such problems 
as there are to the “Legalistic attitude 
of law-trained trustmen,” one writer re- 
marking: 


“It is very disturbing to attend 
trust division meetings and hear rela- 
tively intelligent trustmen talk about 
the conflicts of interest between the 
loan department and the trust depart- 
ment when they should be focussing 
attention upon the great assistance 
which the credit division of the com- 
mercial loan department can give to 
the trustmen.” 


Caste Consciousness 


This letter adds that this conflict 
seems to arise more frequently in the 
larger banks where there is a higher 
degree of specialization. Other com- 
ments along this line are: 


“There is a tendency for the Trust 
Department to be a bit caste-consci- 
ous of the differences between the 
functions of the Trust Department 
and the general bank. I presume in 
most cases the higher personnel in 


the Trust Department have been 
trained in the legal profession which 
helps set them apart.” 


“Some of our commercial banking 
officers consider that the Trust De- 
partment is entirely too inflexible. I 
have had occasions where I have felt 
that our trust officers were possibly 
too strict in their interpretation of a 
situation.” 


One large bank reports that the trust 
department has been regarded by man- 
agement as something separate and 
apart from the bank and has been left 
entirely in the hands of specialists in 
that field. This results, he says, in poli- 
cies which are at times at variance with 
those of the bank and in acceptance of 
business at fees which do not give ade- 
quate weight to the elements of risk 
involved. 


Where problems exist they seem to 
stem from one or more of the following 
causes: 


1. Lack of interest on the part of 
senior bank management in the trust 
department and its operation. 


2. Failure to consider the trust 
operation as comparable in import- 
ance to any other principal depart- 
ment. 


3. Absence of a close working rela- 
tionship between trust and commer- 
cial officers. 


The Twain Can Meet 
Those banks which had a favorable 


experience almost without exception 
mentioned the frequency of meetings 
and conferences where both banking 
and trust officers participated. The ro- 
tation of banking officers on trust com- 
mittee was frequently mentioned as was 
the desirability of a continuous program 
of education for the benefit of the com- 
mercial officers. 


Opinions varied on the question, “Do 
the trust officers make full use of the 
knowledge and experience of commer- 
cial banking officers?” 
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“The Trust Department takes bet- 
ter advantage of the experience of 
our commercial bank men than we as 
commercial men do of the Trust De- 
partment.” 


“There have been cases where the 
Trust Department has managed busi- 
nesses with which they were unfa- 
miliar, and sought our advice and 
counsel as to the soundness of the 
financial aspect of the business.” 


“It is felt that the Trust Depart- 
ment is not making full use of the 
knowledge and experience of com- 
mercial banking officers, but at the 
same time that we in the commercial 
field do not do a complete job in 
presenting to the public we meet 
every day the services the trust de- 
partment can offer.” 


Conflicts of Interest? 


There were firm expressions of opin- 
ion on the question, “Are trust officers 
sufficiently independent of the bank’s 
interests where there may be a conflict 
between what the Trust Department 
should do and what the banking officers 
might wish it to do?” 

“There have been very few in- 
stances where conflicts have arisen, 
and in such cases where there is a 
conflict, our laws require, of course, 
loyalty to the trust.” 


“We banking department officers 
realize that the Trust Department 
must act completely independently, 
and to the best interests of the es- 
tate, and we take it on the chin if 
need be.” 


“Should there be a conflict the 
Trust Department would act first for 
its own interest and secondly for that 
of the bank.” 


“While the trust officers cooperate 
with the general policies of the bank 
they would resist strenuously any at- 
tempt to administer the trusts for 
the benefit of the institution rather 
than the beneficiaries. This is the 
firm purpose of our top management, 
and the attitude of the Trust Depart- 
ment reflects that feeling.” 


One banker cited a situation where 
the Trust Department had a building 
for sale and a commercial customer 
complained that he was not being fair- 
ly treated in connection with his offer 
to purchase. The bank officers concluded 
that what he meant by fair treatment 
was in fact preferential treatment. The 
Trust Department stood its ground and 
he purchased the building for substan- 
tially more than he had intended to pay. 
During the next few months, however, 
he named this bank as executor under 
his will. 


Another respondent with many years 
of trust experience states that “most 
banks lean over backwards to make 
sure that the beneficiary is given pri- 
ority even to the extent of taking losses 
in order to avoid the shadow of sus- 
picion about the existence of a dual 
interest.” 


On New Business 


Several replies emphasized an aspect 
of trust solicitation to which we may 
not always be sufficiently alert; the 
desirability of analyzing trust business 
before it is accepted, to avoid unfor- 
tunate conflicts of interest. 


There was some indication of alert- 
ness on the part of both groups of offi- 
cers to develop business for departments 
of the bank other than their own. Most 
replies, however, indicated that much 
more could be accomplished. It is prob- 
ably natural for commercial banking 
officers to feel the importance of their 
contributions. However, a few letters 
from the top management indicate a 
belief that banking officers contribute 
more to development of new trust busi- 
ness than do the trust officers. An execu- 
tive vice president writes— 


“Our best new business getters for 
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the Trust Department are the com- 
mercial loan officers, with the sole 
exception of the men who devote 
their entire time to trust new busi- 
ness. I would suggest that every bank 
have a program designed to apprize 
commercial officers of the services 
and the needs of the Trust Depart- 
ment, and the trust officers of the 
services and needs of the Commercial 
Department.” 


Keys to Successful Development 


This last quote, I feel, is most signi- 
ficant. There are clear indications that 
commercial bank officers will produce 
trust business, if made to feel the im- 
portance of the Trust Department, and 
if trust officers are sufficiently ingenious 
to develop in these men a real interest 
in trust work. Invite them into your 
counsels, see that they are given oppor- 
tunities to share the trust responsibility 
through membership on trust commit- 
tees. They pretty generally hold the key 
to the success of your department from 
the business building point of view. A 
favorable word from them to the corpo- 
rate official looking for a transfer agent, 
a registrar, a trustee for his pension 
fund, or numerous other services will 
do more to influence the business than 
years of solicitation on your part. This 
is also true in his relationship with the 
individual customer of the bank who 
seeks his advice concerning the naming 
of his executor or trustee. 


With only one exception every re- 
spondent indicated that his bank would 
establish a trust department if the 
choice to do so was still open. One 
rather large institution, however, ex- 
pressed some doubts and considered 
that the trust business is on the whole 
an undesirable adjunct to commercial 
banking business but was nevertheless 
a form of service demanded by the cus- 
tomers and therefore a necessary evil. 


Those who were most enthusiastic 
seemed to be the banks with the smooth- 
est, most efficient operation, as well as 
a profitable one. A lukewarm attitude 
could usually be traced to the absence 
of satisfactory profits or the fact that 
the Trust Department was not given 
the rightful position of importance. 


One large trust unit administers its 
trusts anonymously and the trust com- 
mittee does not know the identity of 
those concerned with the trust. It is said 
that this is done so no personalities can 
enter into the decisions. While the policy 
up to a certain point is good, it is im- 
possible to put down on paper all the 
situations which bank officers should 


have before them as they make import- 
ant decisions. Commercial officers who 
sit on trust committees have in most 
instances more years of experience with 
many trust customers than have the 
trust officers, and it would seem to be 
exceedingly difficult for any trust officer 
to state with sufficient completeness and 
clarity the comprehensive history and 
status of the trustor or beneficiary, 
which many times needs to be inti- 
mately known. I would personally con- 
sider this anonymous approach as a dis- 
tinct barrier to the development of the 
close interest which you trustmen de- 
sire in your commercial banking offi- 
cers. 


Desirable and Necessary 


Many bankers feel that a trust offi- 
cer is more effective when he has had 
commercial bank experience. and. . . 
there are numerous instances of trust- 
men succeeding to top positions of man- 
agement in their banks. 


A very senior officer in one of the 
large banks reminds us that the “pru- 
dent man rule,” if followed intelligently, 
would be the basis for sound trust man- 
agement, but then emphasizes the im- 
portance of processes whereby the com- 
bined judgment of the trust officers and 
senior banking officers must be brought 
to bear on important problems, especi- 
ally where discretionary action under 
the “prudent man rule” is indicated. 
He feels that one responsibility of the 
management group is to see that the rule 
is not too conservatively interpreted, 
and to remember that the prudent man 
would naturally be careful of his in- 
vestment and possibly at times adven- 
turous but not speculative. 


This officer also expressed the firm 
conviction that whether a bank’s pre- 
dominant business is commercial or 
trust the top executive officers should 
see to it that the Trust Department is 
well managed, and that if they cannot 
afford to do that then obviously they 
should not be in the trust business. 


There is a lesson to be learned from 
these letters, that the trust business has 
come of age and the Trust Department 
in practically every bank is now re- 
garded on a par with any other major 
department and that the business of 
probating wills and acting in any of the 
other innumerable trust capacities is 
just as normal and natural, and in the 
overwhelming majority of banks as 
necessary, as accepting deposits at the 
teller’s window or lending money at the 
note desk. 
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Gross Trust Earnings Up in 
Second District 


Changes in trust department gross 
earnings in the Second Federal Reserve 
District in the first half of 1953, com- 
pared to the corresponding period of 
1952, showed marked differences in the 
several size groups of banks. Gains 
were recorded in the New York City 
banks and the outside banks with de- 
posits over $20 million, while income 
was less for outside banks in the $5,- 
000,000 to $20,000,000 and the $2,000,- 
000 to $5,000,000 groups. No change 
appeared for the group with deposits 
under $2,000,000. Total current opera- 
ting earnings continued to rise to new 
peaks in all groups of Second District 
banks, according to the September 
Monthly Review of the Federal Reserve 
Bank of New York. 


These preliminary findings are based 
on the usual “samples” of roughly half 
of the banks with deposits over $20 
million, and 10% of the number in each 
of the other groups. 


Trust Department Gross Income 
Second District Member Banks 
First Six Months of 1953 
(Dollar amounts in thousands) 


Change 
Ist Half from 
Banks 1953 1952 


New York City 
Central Reserve 


(22 banks) 


Outside New York City 
Over $20 million 
(35 banks) 


$5 million 

to 63 —12.5 
$20 million 
(25 banks) 


$2 million 
to 7 —56.3 
$5 million 
(25 banks) 
Under $2 million 0 0 
(15 banks) 


$34,104 + 4.3% 


1,481 + 7.9 
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Supervisors Elect Elmore 


NATIONAL ASSOCIATION OF SUPERVISORS 
of State Banks elected Lynwood A. EI- 
more president at their annual meeting 
in Philadelphia. Elmore is State Com- 
missioner of Banking for Connecticut. 
Other officers elected were: First Vice 
President: Grant E. Robison, Superin- 
tendent of Banking for Nevada; Second 
Vice President: J. M. Falkner, Bank 
Commissioner of Texas; Third Vice 
President: Elmer T. Beck, Kansas Bank 
Commissioner; Treasurer: John H. Hoff- 
man, of West Virginia; and Edward H. 
Leete was re-elected Secretary. 
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Iowa Corporate Fiduciaries 
Hold Annual Meeting 


The fifth annual conference of the 
Iowa Corporate Fiduciaries Association 
was convened in Des Moines on October 
28. “Practical Suggestions on Federal 
Estate and Gift Taxes from a Former 
Agent” were presented by Russell Hess, 
trust officer of Merchants National Bank, 
Cedar Rapids, and the “Liability of Life 
Insurance Proceeds in Iowa for Debts 
and Taxes” was discussed by Noel T. 
Robinson, vice president and trust officer 
of Central National Bank & Trust Co., 
Des Moines. 


Investments were studied from two 
angles. The “Iowa Law of Investment for 
Fiduciaries” was the subject of an ad- 
dress by Harold J. Howe, Des Moines 
attorney, while “Investment Practice in 
Iowa” was the theme of a panel forum. 
Common stocks were discussed by Ken- 
neth C. Hartman, senior vice president 
of Davenport Bank & Trust Co., mort- 
gages by E. H. Spetman, senior vice 
president of Council Bluffs Savings 
Bank, and municipal bonds by Harold 
P. Klein, vice president of Iowa-Des 
Moines National Bank, Des Moines. 


Louis S. Headley, St. Paul attorney 
and former president of First Trust Co., 
St. Paul, gave the banquet address on 
“The Business of Trusteeship.” 


A AA 


Bank Holds Pension Seminar 


A Pension Seminar was sponsored by 
the First National Bank, Shreveport, La., 
in cooperation with Merrill Lynch, 
Pierce, Fenner & Beane, on October 27, 
Walter B. Jacobs, president of the bank, 
presiding. Private Pension Plans were 
discussed by Dr. Charles E. Haines, as- 
sistant manager of the pension fund de- 
partment of M.L.P.F.&B. Questions of 
cost and flexibility were covered at the 
morning session, while the afternoon was 
devoted to five aspects: the advantages 
of a qualified pension plan; the function 
of a pension consultant; problems of in- 
stallation and administration; insured 
vs. trusteed funding; and deferred profit 
sharing. 

A A A 


Maryland Trust Earnings Up 


Trust department earnings in state 
banks and trust companies in Maryland 
aggregated $3,669,098, according to the 
recent report of the State Bank Com- 
missioner for 1952. This amount repre- 
sents better than 10% of the total cur- 
rent operating earnings of $34,749,339 
from these institutions, including those 
without trust departments. 
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The new 25-story Fulton National Bank build- 
ing under construction in down-town At- 
lanta. Disdaining cracks and peepholes for 
sidewalk superintendents, bank officials led 
by president Erle Cocke, together with 
government and civic leaders, on October 
21 dedicated a 50-person capacity observa- 
tion platform, from which the progress of 
Atlanta’s largest building can be comfort- 
ably and safely watched. Acting mayor Rob- 
ert E. Lee Field cut the ribbon opening the 
Fulton National Chapter of ISOSS (Inter- 
national Society of Sidewalk Superinten- 
dents). Anyone who registers will receive 
a membership card, every card being No. 1. 


GSB Trust Theses Listed 


Six trust subjects are among the 35 
theses from the 1953 class of the Gradu- 
ate School of Banking which are to be 
permanently placed in the libraries of 
the American Bankers Association, Rut- 
gers University, and the Graduate School 
of Business Administration at Harvard 
University. 


The authors and subjects of the six 
studies are: William F. Delafield, trust 
officer of The Pennsylvania Company for 
Banking & Trusts, Philadelphia — 
“Trust Company Services under Multi- 
Employer Pension Plans;” William H. 
Handrich, trust officer of First National 
Bank, Belleville, Ill. — “Manual of 
Operations for Personal Trust Depart- 
ments of Illinois Banks;” Merle Benton 
Mitcham, assistant trust officer of Oil 
City National Bank, Oil City, Pa. — 
“The Estate and Trust Administration 
of Oil Production in Pennsylvania;” Har- 
old A. Shircliffe, tax counsel of Chicago 
Title & Trust Co. — “Testamentary Ad- 
ditions to an Existing Trust;” Braxton 
Bryan Townsend, trust officer of Peoples 
Bank & Trust Co., Rocky Mount, N. C. — 
“Farm Management as a Trust Company 
Service in Eastern North Carolina;” and 
Winthrop B. Walker, vice president and 
trust officer of Canal National Bank, 
Portland, Me., — “A Reexamination of 
Common Stocks as Long Term Invest- 
ments.” 
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The Discretionary Trust 


GUIDES FOR EXERCISE OF POWERS TO DISTRIBUTE 


| THESE DAYS WE FIND IT UNUSUAL TO 
accept a trust which does not include 
powers of some kind to invade princi- 
pal for the income beneficiary. Dealing 
with such discretion is truly the human 
side of the trust business. Money pru- 
dently paid under these powers not only 
carries out the purpose of the trust but 
helps to develop and to build family 
solidarity. Money imprudently paid 
may encourage indolence or spendthrift 
tendencies. 


Most trustors have little knowledge 
of the technical rules of trust account- 
ing, which determine how receipts and 
disbursements are to be credited or 
charged to income or principal. If they 
did, they might be shocked to know the 
extent to which the rules favor the re- 
maindermen at the expense of the life 
tenant. Nor are they interested in hold- 
ing principal inviolate for unborn grand- 
children. They are usually interested in 
seeing that their primary beneficiaries, 
wives or children, are adequately pro- 
vided for, whether monies used for that 
purpose come from income or principal. 


In recent years. considerable trust 
advertising and promotional literature 
has been designed to disabuse the idea 
that the term “trust” necessarily refers 
to a rigid settlement. The trustee’s dis- 
cretion to pay principal is one of the 
most effective tools to provide flexibility. 
Rights to withdraw property held by 
another, or rights to consume, which 
flow from absolute ownership, do not 
protect beneficiaries from themselves 
where such protection is needed. Also, 
such rights are usually fraught with ad- 
verse tax consequences. On the con- 
trary, property trusteed with a consci- 
entious trustee who is vested with ade- 
quate discretion to use the property for 
the beneficiaries, not only protects 
them from themselves and others but 
gives the protection in a favorable tax 
atmosphere. Furthermore, because of 


From address before Western Regional Trust 
Conference, San Diego, Oct. 30, 1953. 
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INCOME AND PRINCIPAL 


DON H. McLUCAS 


Vice President, The Northern Trust Company, Chicago, Illinois 


tax implications, much broader discre- 
tions to invade principal may often be 
lodged in a corporate fiduciary than in 
a family trustee. 


In very recent years, the discretion- 
ary trust has been used as a method of 
minimizing family income taxes 
[through “sprinkling” of income among 
the family group. — Ed. Note.] The 
tax benefits under the power to accumu- 
late income should not be overlooked. 
The beneficiaries, under discretionary 
powers, may receive these accumula- 
tions tax free in later years when the 
level of trust income is more normal. 


The discretionary trust has benefits 
other than the expected income tax ad- 
vantages. It permits income to be used 
for the family unit where it is most 
needed. It can also be used to advan- 
tage in certain instances for the sur- 
viving wife or husband and the chil- 
dren. It is sometimes used in the second 
trust under wills which qualify the first 
trust for the marital deduction. This 
type of discretionary trust will be more 
likely to function smoothly if the dis- 
cretion to make unequal payments of in- 
come among a class covers a parent and 
children, for, as a practical matter, the 
parent can exercise a degree of control 
over the children which would other- 
wise be lacking. 


Here again the tax laws encourage 
the use of an independent or corporate 
fiduciary to exercise the discretion to 
distribute income among a family group. 


Court Supervision 


That the courts will exercise super- 
vision over the trustee so as to prevent 
his abuse of these discretions seems 
abundantly clear. 


It is axiomatic that the discretion 
vested in the trustee cannot be delegated 
to others, and it is not exercised by 
honoring requests for payment without 
investigation of the facts. If the trustee 
refuses to consider the discretion or the 


needs of the beneficiary who may be an 
object of the power, the court will inter- 
cede on his behalf and see to the pay- 
ment of funds to him. Such a trustee is 
also subject to removal. 


Occasionally a trustee may be justi- 
fied in seeking the instructions of a 
court to determine whether or not his 
discretionary powers permit him to 
make payments for specific purposes. 
Under such circumstances, the court 
may find that the power exists as a 
matter of construction but will not 
exercise the discretion for the trustee. 


If in the honest exercise of the dis- 
cretion the trustee concludes that a pay- 
ment should not be made, he only has 
the disappointed beneficiary with whom 
to reckon. He has not parted with any 
funds and hence has no responsibility 
to other beneficiaries who may have an 
interest in the property. If, however, he 
makes payments under the power, he 
must be prepared to defend his action 
in the future. 


Tests of Abuse 


In determining whether or not there 
has been an abuse in the exercise of a 
discretion, the first consideration is the 
scope of the discretionary power as set 
forth in the trust instrument. Having 
concluded that a need exists which is 
embodied within the standard. the trus- 
tee must then decide the amount of 
funds which may be advanced to satisfy 
that need. The station of life of the 
beneficiary and the size of the fund are 
factors to be considered. 


The trust instrument itself may be 
helpful in deciding this question. For 
example, a discretion authorizing the 
trustee to encroach upon principal to 
provide for the support of the benefici- 
ary in the manner of living to which 
she was accustomed during the trustor’s 
lifetime, offers a guide as to the amount. 
The trust instrument which suggests that 
the trustee be liberal in the exercise of 
his permitted discretion will give more 
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latitude as to the amount to be expended 
than one which does not contain such 
a suggestion. 

There is no formula by which the 
trustee may determine the precise 
amount that may be paid. Furthermore, 
the trustee is not held accountable for 
an exact amount which may be ad- 
vanced within the limitation of the 
power. 


Outside Resources 


In the absence of specific reference 
in the trust instrument to the benefici- 
ary’ outside income and resources, 
which of course would have to be re- 
spected, one of the most difficult and 
litigated questions is whether or not the 
trustor intended that the trustee con- 
sider such outside resources. The cases 
seem to indicate that the determination 
of the trustor’s intent might be gov- 
erned by the manner in which the dis- 
cretion is expressed. This is the appar- 
ent distinction. If, following the direc- 
tion to pay income, there is a subse- 
quent clause granting discretion to in- 
vade principal if income should be in- 
sufficient for the support and mainte- 
nance of the beneficiary, such a dis- 
cretion constitutes an absolute gift for 
support and maintenance. As a conse- 


quence, the trustee need not be con- 
cerned with the beneficiary’s outside re- 
sources in exercising its judgment. If, 
however, after directing payment of in- 
come, there follows a clause granting 
discretion to invade principal if the 
beneficiary needs or requires such prin- 
cipal for his support and maintenance, 
then the trustee should consider the 
beneficiary’s outside resources in exer- 
cising its discretion. 


There are cases, however, which do 
not support this distinction. The most 
recent was decided in California this 
year.* 


In view of the conflicting decisions, 
a trustee should proceed with utmost 
caution in concluding that the benefici- 
ary’s outside resources should be dis- 
regarded. Having determined that ‘the 
beneficiary’s own funds should be con- 
sidered bé@fore making payments for 
stated purposes under the discretion, to 
what extent is the trustee obliged to in- 
quire into them? Must he insist upon 
sworn financial statements, copies of 
income tax returns and other similar 
information usually associated with in- 


*Hamilton v. Bank of America (Estate of Fer- 
rall) 258 P. (2d) 1009; reported Aug. 1953 T&E, 
p. 614. 
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vestigations involving persons dealing 
at arm’s length? There is some indica- 
tion that the trustee may rely upon 
representations of his beneficiary. This 
is certainly consistent with the confi- 
dential and close relationship of trus- 
tee-beneficiary. A requirement of fur- 
ther investigations would hardly lead 
to harmonious relations between the 
trustee and his beneficiary. If the trust 
does not provide otherwise, apparently 
the beneficiary must first consume all 
of his own property with the possible 
exception of his homestead and its fur- 
nishings. Because of the conflicting de- 
cisions, specific expression of the trus- 
tor’s intentions in the trust instrument 


would be helpful. 


Broad Discretion 


Not all discretions are confined to an 
ascertainable standard. Trust instru- 
ments occasionally provide that princi- 
pal may be paid as the trustee deter- 
mines to be in the best interests of the 
beneficiary, or as the trustee deems 
proper, or simply in the sole discretion 
of the trustee. Under such a discretion, 
all that is required of the trustee is that 
he act in the state of mind in which it 
was contemplated by the trustor that 
he would act. Seemingly, a court will 
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interfere only if the trustee acts in bad 
faith, capriciously, dishonestly, or from 
an improper motive. A trustee who 
makes payments which he believes are 
for the best interests of the beneficiary 
should have little concern in defending 
his action. 


Furthermore, in acting under such a 
broad discretion, the trustee is appar- 
ently relieved of the responsibility of 
dealing with that troublesome question 
of whether or not he must consider the 
beneficiary’s outside resources. Other 
problems inherent in discretions limited 
by standard afte also either eliminated 
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or minimized under the broad discre- 
tion. Undoubtedly, many trustees have 
occasionally felt that they have stretched 
to the limit a construction of a purpose 
so as to make a discretionary payment 
which they believed within the broad 
intent of the trustor and for the best 
interest of the beneficiary. Payments 
made to enable a beneficiary to acquire 
an equity in a home during recent years, 
when prices of residential properties 
have increased so substantially, is a 
familiar example. No matter how broad- 
ly the discretion may be expressed, how- 
ever, it is nevertheless reviewable by a 
court to prevent its abuse. In fact, an 
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attempt by the terms of the trust instru- 
ment to deny the court the right to re- 
view the discretion would undoubtedly 
be held void as against public policy. 


Having been granted such broad dis- 
cretionary powers, the trustee may be 
in a dilemma as to the trustor’s inten- 
tions if he has no knowledge of them. 
A frank discussion between the trustor 
and the prospective trustee at the time 
the trust arrangement is created is de- 
sirable. If the trust is to be created by 
a will, it seems preferable that the in- 
tentions be reduced to writing in a let- 
ter or memorandum signed by the trus- 
tor and lodged with the will. This writ- 
ten statement may be changed from time 
to time to reflect any changes in the 
trustor’s intentions. Such a statement, 
although probably without legal effect, 
will in a general way serve as a practical 
guide to the trustee. 


Recording Action 


These cases offer little help as to the 
method by which the discretion is to 
be exercised. Practices of corporate fi- 
duciaries undoubtedly vary throughout 
the country, from a simple ledger entry 
to much more elaborate arrangements. 
If only a ledger entry or a sketchy 
memorandum is available years later 
when the trustee’s accounts are chal- 
lenged and when the officer who was 
familiar with the account and who may 
have exercised the discretion is no 
longer living, the trustee may have 
difficulty in supporting its action. When, 
however, these discretions are honestly 
and conscientiously exercised through 
the action of a Committee which, regu- 
larly and as a matter of practice, rec- 
ords the facts, circumstances and rea- 
sons for each discretion exercised, the 
trustee should have no difficulty in de- 
fending its action in any subsequent 
accounting suit. 


Troublesome as these discretions may 
be, with their vagaries as to the pur- 
pose for which trust funds may be in- 
vaded, as to whether the beneficiary’s 
outside resources must be considered, 
and as to the requirement of the reason- 
ableness in the exercise of the power. 
the exercise of these powers remains an 
integral and important part of the trust 
business. Discretionary payments trusts 
will undoubtedly continue to grow in 
numbers. It is a challenge to corporate 
fiduciaries to execute such trusts in a 
prudent and sympathetic manner. While 
it is a challenge — it can be done. 
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FPRA Convention HIGHLIGHTS 


Law School Cooperation, Pensions and Fees Hold Spotlight. 


ORE THAN 800 BANK PUBLIC RELA- 
M tions and advertising executives, 
representing 500 banking institutions, 
gathered in Detroit, October 11-15, for 
the 38th Annual Convention of the Fi- 
nancial Public Relations Association. It 
was a working convention, with every 
seat occupied before 9:00 A.M. in the 
daily School of Salesmanship, conducted 
this year by Frank S. Townsend, Chi- 
cago manager of Connecticut General 
Life Insurance Co. A single form letter 
asking for advertising exhibits brought 
97 panels from 42 banks, and these in- 
cluded illustrations of trust advertising 
and public education on the economics 
of capital, as well as bank services and 
institutional promotion. 


Association officers elected for the 
ensuing year were: president — Lee L. 
Matthews, president of American Trust 
Co., South Bend, Ind.; first vice presi- 
dent—Rod Maclean, assistant vice presi- 
dent of Union Bank & Trust Co., Los 
Angeles; second vice president—W. W. 
Delamater, vice president of Tradesmen’s 
Land Title Bank & Trust Co., Philadel- 
phia; third vice president—W. E. Single- 
tary, assistant vice president of Wacho- 
via Bank & Trust Co., Winston-Salem; 
and treasurer (re-elected)——Harold W. 
Lewis, vice president of First National 
Bank, Chicago. Retiring president Wil- 
liam B. Hall, vice president of The De- 
troit Bank, became ex officio a member 
of the F. P. R. A. board of directors, 
and among those elected io that body 
for a three year term was Carl A. Bim- 
son, president of Valley National Bank, 


Phoenix, who last year was third vice ,. 


president of the F. P. R. A. 


The new chairman of the Trust De- 
velopment Departmental is Edwin V. 
Mack, trust officer of Sarasota (Fla.) 
Bank & Trust Co. The program chair- 
man for the coming year is Edward W. 
Nippert, vice president and trust officer 
of Fifth Third Union Trust Co., Cincin- 
nati, and the trust editor for the Bulle- 
tin, W. S. McClanahan, assistant vice 
president of Lake Shore National Bank, 
Chicago. Thomas H. Kiley, vice presi- 
dent of Ohio Citizens Trust Co., Toledo, 
and retiring trust departmental chair- 
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man, was named to the board of direc- 
tors, 

An Honorary Life Membership in 
the Association was awarded to Stephen 
H. Fifield, vice president, Barnett Na- 
tional Bank, Jacksonville, Fla., for his 
long and meritorious service. He be- 
came the eighth member so honored in 
the Association’s 38-year history. Mr. 
Fifield was president in 1939-40. Since 
then he has been an active and valued 
member of the Senior Council, and is 
now completing his 25th year as an 
F. P. R. A. member. 

The dates of the Association’s 1954 
Convention in Washington have been 


changed to September 26-30. 


Sell Banking Through 
Enthusiastic Staff 


President William B. Hall, speaking 
at the Monday general session, dis- 
cussed the failure to sell banking as a 
profession in contrast to the excellent 
job done in selling bank services. The 
importance of selling the profession, he 
said, was pointed up by the present 
small supply and high turnover of per- 
sonnel—in excess of 50% at many 
banks in 1953, and a national average 
of 30% in 1951. Today there is a 
shortage of quality replacements in the 
management area where “quality can- 
not be sacrificed without irreparable 
damage to the whole banking structure.” 
To meet this situation Mr. Hall advoca- 
ted a thorough-going program to sell 
banking first to the bank staff and 
through them to the public. He listed 
as key selling points: interest in the 


socom e ween 


Left to right: treas.—Harold 


job, good advancement possibilities, 
competitive salaries, desirable associ- 
ates, educational opportunities, the 
growth and continuity of the business, 
and special employee benefits. “That is 
your package,” he said, “Ask any sales- 
man if he would like to have a product 
of this quality to sell. Get it off the 
shelf, dust it, and sell it.” The F. P. R. A. 
can and should provide leadership for 
“the best selling program any industry 
has ever presented to high school and 
college graduates,” Mr. Hail stated, and 
thereby a quality staff can be secured 
which will produce the quality of ser- 
vice the customer expects, the quality 
“of which we are proud.” 


Public relations should hit hardest 
at the bank’s own employees, next at 
present customers, and only then will 
have “a proper foundation for a broader 
program for the community,” Howard 
C. Petersen, president of Fidelity-Phil- 
adelphia Trust Co., advised the dele- 
gates. Markets, methods and objectives 
should be thoroughly tested by intelli- 
gent research, and the top executive 
officer of the bank must give close atten- 
tion to its public relations program in 
order that it may effectively permeate 
all departments and not “work in a 
vacuum.” Banking had lagged behind 
other industries in “aggressively pre- 
senting a united industry story to the 
public,” he said, but the present trend 
toward “doing our banking in full view 
of the public” he heartily approved. 
“Our customers must understand what 
we are doing and why.” 






NEW ELECTED OFFICERS OF THE FINANCIAL PUBLIC RELATIONS ASSOCIATION 
W. Lewis, vice president of First National Bank, Chicago; 


Ist vice pres.—Rod Maclean, assistant vice president of Union Bank & Trust Co., Los 
Angeles; pres.—Lee L. Matthews, president of American Trust Co., South Bend; 2nd vice 


pres.—W. 


W. Delamater, vice president of Tradesmen’s Land Title Bank & Trust Co., 


Philadelphia; 3d vice pres.—W. E. Singletary, assistant vice president, Wachovia Bank & 
Trust Co., Winston-Salem. 
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Retirement Plans Discussed 


The trust departmentals, under the 
leadership of Program Chairman Ed 
Mack, began with a consideration of 
immediate fee business as represented 
in pension and profit-sharing plans. Sell- 
ing efforts should begin with bank cus- 
tomers who are known not to have re- 
tirement plans, T. P. Bowles, Jr. of the 
Richmond, Va., actuarial firm of 
Bowles, Andrews & Towne, told the 
group. He discussed the benefits for 
both the employer and the employee, 
the methods of funding, and the pros 
and cons of insured plans and trusteed 
plans. The general discussion brought 
out that the kind of plan a captain of 
industry might prefer would be indi- 
cated by what he asks about and by how 
much the company will put up per year, 
and that under the present personal in- 
come tax law, a non-contributory plan 
is cheaper for the company in the long 
run, taking into account both wages 
and contributions. Mr. Bowles, whose 
experience was about evenly divided be- 
tween insured and trusteed plans, ad- 
vised, that trusteed plans usually do not 
fit the small situation as well as the 
insured. He did not favor equity fund- 
ing for variable annuities consonant 
with the cost of living changes. 
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Immediate Fee Opportunities 


A panel of Chicago trustmen with 
Howard J. Johnson, vice president of 
American National Bank & Trust Co., 
as moderator, led off the second session 
on immediate fee business. More people 
are turning to living trusts than ever 
before, Henry M. Tibbits, assistant vice 
president of Harris Trust & Savings 
Bank, told the group. The continuity of 
service which a living trust provides is 
important to trustors when they are at 
the point of retirement, and managerial 
participation in a family business can 
begin while the settlor is still alive. An- 
other source of immediate fee business 
mentioned was acting as depository for 
conservators, which could save money 
for the conservator in comparison with 
the use of surety companies. 


Agency accounts had many advan- 
tages for the new trust customer, George 
F, Sisler, assistant vice president of 
First National Bank, informed the audi- 
ence, including the fact that there is 
no extra cost if he changes his mind. 
The many uses of agency accounts were 
noted, and a suggestion offered that 
they might lead to a trust account par- 
ticipating in a common trust fund. 


The advantages of the common trust 
fund were discussed more at length 
by John W. Heddens, trust officer of 
Continental Illinois National Bank & 
Trust Co., who said that participating 
trusts received from % to 34 of one 
per cent better income than would have 
been possible with separate investment. 
His bank operated a dummy fund for 


six years, but since actual participations 
were begun (Dec. 1949) the fund has 
grown to include 351 accounts and a 
principal value of over $10 million. The 
common trust fund, he said, makes pos- 
sible broadened contacts with all seg- 
ments of the population and provides 
worth while economies of operation. 
Another approach to an improved fee 
situation was the cost study made by 
the bank in 1938, the speaker said, 
which made possible an adjustment of 
fees on existing accounts equivalent to 
$52 million of new business—and with- 
out losing a single account. 


Among the methods of finding imme- 
diate fee business discussed by Layman 
Hay, trust officer of City National Bank 
& Trust Co., were the discoveries of 
trust new business men in doing estate 
analyses, and the leads picked up by 
trust officers in the probate and agency 
divisions. Commercial officers of the 
bank also may know of changes in cus- 
tomers’ affairs which offer opportunity 
for a new business approach. 


Four ways of getting business were 
presented by Victor Cullin, vice presi- 
dent of Chicago Title & Trust Co. 
as the Forgotten Man, the Confessor, 
the Tiller and the Umpire. The “for- 
gotten man,” he said, is the energetic 
young businessman who doesn’t have 
much wealth now, but is'a good pros- 
pect for the future. He should be con- 
verted early, given assistance on saving 
and investing, and perhaps should set 
up a living trust which could partici- 
pate in the common trust fund. The 
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“confessor” is the businessman who is 
really in need of advice and wants to 
talk over his affairs—-management prob- 
lems, family financial situations, estate 
changes—but may simply discuss one 
problem with one person, a second 
problem with another person, and some 
problems with nobody. If his full situa- 
tion can be laid before the trust com- 
pany, the speaker said, the solution may 
better serve the customer as well as 
provide new business for the bank. The 
“tiller” is the farmer, largely overlook- 
ed as a trust prospect, particularly by 
the large city banks. The “umpire” 
represented all lawyers everywhere who 
need advice and assistance and might 
be offered special services by trust com- 
panies. Moreover, the lawyer as an in- 
dividual might also fall into any of the 
other three categories. . 


In the general discussion it was fur- 
ther suggested that some banks are 
operating accumulative trusts in con- 
nection with either a contract fund or 
a common trust fund — for example, 
Ann Arbor Trust, where about 650 
people are putting in a total approxi- 
mating $50,000 a month. Prospects who 
are over age 65 and have money were 
mentioned as a good group for new 
business. For small trust departments 
where directors fear to push immediate 
fee business because of the required in- 
vestment supervision, the suggestion was 
made that they survey the field, and if 
the prospects warrant, either get an 
adequate investment staff or employ in- 


vestment counsel until that is possible. 
A cost book should be kept for every 
estate settled, it was said, to make pos- 
sible an approach to the court for addi- 
tional fees. Basing fees on the amount 
of principal rather than its condition 
tends to “rob” some customers in order 
to give others a cheap ride, one dele- 
gate commented, adding that trust com- 
pany services are sold at too low a 
price. 
Law School Cooperation 


Grass roots development of lawyer 
cooperation through law schools was the 
topic of the last trust departmental, pre- 
sented by a panel of four. Out of 106 
law schools only 36 give courses in es- 
tate planning, and in almost every case 
local trust companies have been instru- 
mental in establishing the course as well 
as cooperating with the professors in its 
program, Floyd L. Dwight, vice presi- 
dent of First National Bank, Minne- 
apolis, told the trustmen. His bank sends 
Trusts AND EsTATES monthly to stu- 
dents in the estate planning course, and 
invites them to the “Wills” session of 
the annual forum. Each group of local 
men admitted to the Bar were invited 
for a luncheon, until the numbers grew 
too large. City Bank Farmers Trust Co., 
New York, invites Columbia law stu- 
dents, 20 at a time, to spend a whole 
day at the trust company, Mr. Dwight 
reported. In Fargo a trustman annually 
addresses the class on wills, and a will 
contest is conducted with the judges 
selected by the Bar Association. 
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Many of the instruments drawn in 
contests are better than those frequently 
met with in practice, Halsey G. Bechtel, 
Jr., trust officer of Central Trust Co., 
Cincinnati, informed the delegates, and 
the contests in his area are not restricted 
to wills, but include other kinds of in- 
struments. Programs with — students 
might include other bank services be- 
sides trust, he said, the really important 
aspect being -the attitude toward corpo- 
rate fiduciaries developed in the stu- 
dents. Publicity in the student’s home 
town regarding his accomplishments in 
the contest is well worth while, increas- 
ing the student’s prestige at the point 
where he is likely to start practice, and 
developing good will toward trust in- 
stitutions. While a program of this na- 
ture is long range, and the results often 
cannot be tagged, his bank had received 
at least two new business accounts al- 
ready as a direct result of the approach 
to students, 


An annual guided tour through the 
trust department, in which each officer 
was assigned to a small group of stu- 
dents, was reported by Henry A. Hen- 
dricks, vice president of National Bank 
of Commerce, Seattle, and moderator 
of the panel. This is of special value, he 
said, because many of the points dis- 
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cussed in law classes are not practical. 
The students are not particularly inter- 
ested in details, so he takes a hypotheti- 
cal case and explains what the bank 
does about it. Afterwards there are re- 
freshments and the guided tour. A will 
contest, initiated by the Seattle Life In- 
surance and Trust Council in 1946— 
with the cooperation of the law school 
faculty of The University of Washing- 
ton has been conducted each year since. 


One result of this contest was the 
discovery by the faculty that existing 
courses were not supplying the specific, 
practical information needed for estate 
planning, and in 1948 a seminar course 
in estate planning was added as part 
of the school’s permanent curriculum. 
Most of the lectures in the seminar are 
given — on a voluntary basis, and with- 
out compensation — by practicing law- 
yers, tax accountants, life underwriters 
and trustmen in the Seattle area. The 
students learn not only the techniques, 
but the contribution which each of these 
fields can make to the estate planning 
job. Since a description of this course 
was published in Trusts anp Estates 
(May 1951, p. 292), the speaker said, 
great interest has been shown by many 
law schools throughout the country in 
the establishment of a similar program. 


A survey of six mid-western states 
revealed that a total of 2,170 lawyers 
are admitted to the Bar in that area 
in one year, W. S. McClanahan, assist- 
ant vice president of Lake Shore Na- 
tional Bank, Chicago, told the group. 
Taken by individual states, the numbers 
varied from 150 to 775. In none of 
these states was the state bankers asso- 
ciation making any direct and planned 
approach to the law students, although 
22 law schools are included in the area. 
Deans of these schools expressed them- 
selves as being in favor of more coop- 
eration with corporate fiduciaries, pro- 
viding that whatever was done should 
be well done. 


Letters to the State Bar Association 
secretaries revealed that in only one or 
two instances had trust companies sent 
letters of congratulation to newly ad- 
mitted members of the Bar, or invited 
students or young lawyers to the bank, 
or provided literature and forms to the 
law schools. In Illinois, where Chicago 
Title & Trust Co. had been carrying on 
a program of cooperation, the deans 
reacted favorably. All like to receive 
literature and forms, and favored 6 to 1 
occasional supplementary lectures by 
trustmen. Deans in the other 5 states 
agreed little had been done. About half 


had received literature and forms at 
least once, had used occasional trust 
lecturers, and would welcome more 
bank-sponsored programs. 


Effective programs of cooperation by 
individual banks were cited by Mr. Mc- 
Clanahan and others present. The will 
drafting contest sponsored by Ameri- 
can Trust Co., Charlotte, N. C., was 
reported to have been slow in starting, 
but to have won the hearty cooperation 
of the law school deans. Even in the 
first year it brought the bank an estate 
of over a million dollars. The Pennsyl- 
vania Company for Banking & Trusts, 
Philadelphia, has prepared pamphlets 
in cooperation with the Bar, and circu- 
lated them at its own expense. The Fifth 
Third Union Trust Co., Cincinnati, has 
annually sent out about 3,500 copies 
of the Ohio Probate Code, which has 


proved a popular booklet. 


_ The large numbers of lawyers in- 
volved, the lack of concerted or wide- 
spread programs now in existence, and 
the success of individual bank activi- 
ties, the speaker said, provide ample 
reason for further research and action 
regarding cooperation with the law 
schools and the new members of the 


Bar. 
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Why they call them 


“CARTW HEELS” 


They’re bigandround—that’s different business travels a become the hallmark of Harris 


obvious. But there’s a lot more 
to it than that. 

Dollars are like cartwheels 
because if you use them right, 
they’ll take you places. 

Our job is to help you keep 
rolling on those “cartwheels” 
in the direction you want 
to go. 

And because almost every 


different road, it takes a very 
intimate insight, a very per- 
sonal interest, to do that job 
intelligently and successfully. 

That’s how we approach it. 
And it works both ways. 

As you grow ... we grow. So 
there’s nothing altruistic about 
the extra effort, the extra time, 
the extra warmth, that have 


service. 
* * * 


This philosophy is reflected in 
every aspect of our business. 
When the facilities of our Trust, 
Banking, and Investment De- 
partments can be helpful to you 
here in Chicago, we hope you 
will call upon us. 


HARRIS Trust “2 
and Savings BAN K 


115 W. MONROE STREET, CHICAGO 90 


Member Federal Reserve System ... Member Federal Deposit Insurance Corporation 


E Organized as N. W. Harris & Co, 1882—Incorporated 1907 
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Some CyciicaL Stocks ATTRACTIVE 


Too often investment opportunities 
are dismissed with the observation that 
the industry is “cyclical.” This obviously 
is not sound analysis at any stage of the 
business cycle, because if carried to its 
logical conclusion “cyclical” stocks 
should continuously be sold at uncertain 
times and “non-cyclical” ones purchased, 
with the result that “cyclical” stocks 
would go to zero and non-cyclical to in- 
finity. That this type of selection can 
lead to unfortunate ends is well proven 
by two machine tool stocks which have 
been outstandingly strong in the market 
over the past several months, and which 
would undoubtedly have been sold by 
many investors on the basis they were 
“cyclical” at a time when we appeared 
to be going into a decline. They are Bul- 
lard Co. and Cincinnati Milling Machine, 
and there might well be other instances 
which have not come to the writer’s at- 
tention. 


There is a group of “cyclical” stocks 
selling at low prices relative to earnings 
and assets, undoubtedly because they 
have been tarred with the “cyclical” 
brush, as it were. On the other hand, 
there are very fundamental reasons for 
expecting these companies to fare excep- 
tionally well over the remainder of this 
decade. Their products provide an op- 
portunity for labor saving for the buyer. 


Considerable attention has been given 
to growing population, but little note 
has been taken that the large relative 
growth has come among non-producers, 
that is, those under and over the working 
age. Due to the low birth rate of the de- 
pression years which did not end until 
World War II, the annual addition to 
the labor force represented by persons 
reaching about 18 years of age is un- 
usually small. This is further aggravated 
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.. Trade Winds... 


Memos . 


by the demands of the armed forces on 
this same age group, and by the higher 
prevailing standards of education, which 
keep a larger portion of this group out 
of the labor supply until a more ad- 
vanced age. Hence, the ever-increasing 
demand for goods and services has to be 
met to a larger extent by the machine. 


The type of machine which will be 
most in demand can be pin-pointed even 
closer by observing that young workers 
constitute largely the unskilled and semi- 
skilled category, and it is in this sphere 
that the greatest shortage has been and 
will continue to be felt. Such aids as 
finger-lift trucks were virtually unheard 
of before the ’40s and their great growth, 
which has every indication of continu- 
ing, is a result of this underlying situa- 
tion. 


The “do-it-yourself” movement is an 
outgrowth of the same labor shortage 
resulting in the high cost for hired labor 
to do jobs which the ordinary man can 
do himself with the proper tools. 


From the investment viewpoint, the 
ever-present risk factor can be minimized 
by further discrimination. In the first 
place, certain labor-saving devices can 
be installed in existing plants, while oth- 
ers are integral parts of a plant. The 
former can enjoy good business even 
during a dormant period in general 
plant expansion, and if available at ap- 
proximately the same relative prices, 
appear more favorable investments. 
Furthermore, certain devices have a 
relatively short life and require frequent 
replacement or replacement parts, thus 
providing a measure of stability to the 
concerns which manufacture them. 


The machinery which appears to fit 
into the above pattern includes mate- 
rials-handling equipment, where it is not 
an integral part of the plant, machinery 
control devices and portable power tools. 
Examples of these, intended to be illus- 
trative rather than all-inclusive, are fin- 
ger lift trucks, roller and belt conveyors, 
mining machinery, chainsaws, speed reg- 
ulators, automatic switches, electric saws 
and drills, power lawn mowers and gar- 
den tractors. Some forms of office equip- 
ment, such as billing and accounting 
machines, also fit in, but their growth 
aspects and favorable outlook have been 
recognized to a much greater degree 
marketwise. Farm machinery is also se- 
verely influenced by the shortage of 
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young workers, but interwoven in this 
picture is the problem of farm income, 
which may produce short-term distor- 
tions in the secular trend, 


HucH SAMSON 
L. F. RoTHSCHILD & Co. 


Book VALUES UNDERSTATED 


In appraising book values at this time 
a number of interesting factors must be 
taken into consideration. Probably the 
most important is the tremendous build- 
up in net worth since the 1930s. For ex- 
ample, based on the Dow-Jones indus- 
trials, the indicated book value as of 
June 30, 1953, was more than 214 times 
the year-end 1939 calculation. 


But, the reported equity of companies 
only tells part of the tale. There has 
probably never been another time in the 
history of American industry when the 
indicated worth of corporations on their 
balance sheets has been so understated. 
The substantial increase in costs in re- 
cent years means that to duplicate exist- 
ing facilities would result in outlays sub- 
stantially above carrying values for 
plant and equipment. Also of major 
significance are the accelerated amortiz- 
ation programs of World War II and 
the post-Korean interval whereby corpo- 
rations write off on a five year basis 
facilities which have a useful value for 
a considerably longer period. In addi- 
tion, the policy of the Government to 
dispose of World War II plants at a 
fraction of original value means that 
many are carrying assets at far less 
than their real worth. 


Analysis of underlying value of in- 
dividual companies provides a most in- 
teresting review. Not only has there 
been a considerable buildup in_ the 
equity a share for almost all companies 
in the past dozen years but for numer- 
ous entities plowed back earnings in this 
interval alone exceed the current mar- 
ket price for their stock, in some cases 
by several times. The book value of the 
Dow-Jones industrials at the end of each 
year since 1924 and as of June 30, 1953, 
is indicated on the chart, also the ratio 
of the annual highs and lows of this 
index to reported book values. The cur- 
rent appraisal of the industrial average 
at 1.2 times its book value is historically 
low. If the industrials were to record 
the same relationship of price to book 
value that existed at the 1946 high the 


TRUSTS AND ESTATES 








*Estir 


mark 
to 3 
Pred 
at th 
be te 


89° / 


Tax 
Or 
conti 
ing 
peric 
instit 
the | 
their 
to i 
and 
Many 
loss 1 
tax 
more 
long- 
facto 
tion 
couré 
lishec 
issue 
possi. 
Quite 
this 
woul 
solids 
has } 
since 
mighi 
mixer 
have 
are il 
tion t 
cially 


NOVE 








poe J | i 


aoe = 


ee ee i, eS 


5 








* 
aaa 
| 














(AS OF YEAR ENDS) 








Y 

7 Yj Y Y 

7 
7) spp 0DOC 

“pywsnuU DG 

YYYYYGGGGGZ 
YYYGYGGGGO 
a 

*Estimate as of June 30, 1953 


market would have to advance by 30% 
to 350 on the Dow-Jones industrials. 
Predicated on the ratio which existed 
at the 1937 peak the appreciation would 
be to over 500 on this index. more than 
89° above the current market. 

FrRANcIs I. pu Pont & Co. 


Tax Factors 1n MARKET ACTION 


One important reason for probable 
continued irregularity, especially dur- 
ing the coming November-December 
period, will be that both individual and 
institutional investors are faced with 
the necessity for a serious review of 
their portfolios to ascertain how best 
to improve their investment position 
and income from a tax point of view. 
Many stocks which show a long-term 
loss will certainly be targets for further 
tax selling, whereas investors will be 
more likely to wait until 1954 to take 
long-term profits. Another important tax 
factor to be considered in this connec- 
tion is the capital gains tax which dis- 
courages a switch from a long estab- 
lished gain before first finding another 
issue whose yield and price appreciation 
possibilities appear equally attractive. 
Quite apart from the importance of all 
this switching, technically the market 
would appear to be due for a recon- 
solidation of the October advance which 
has retraced over 50% of its’ decline 
since last January. This has been what 
might be characterized as almost a 
mixed three-way market. Many stocks 
have resisted the declining trend and 
are in a relatively strong technical posi- 
tion to carry higher. Other stocks, espe- 
cially the “blue chips.” have been reach- 
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ing new highs, while still others appear 
to be relatively unattractive for pur- 
chase at the present moment. 


Nov. 3, 1953 
KENNETH WARD 
HAYDEN, STONE & Co... 


ACCENT ON SELECTIVITY 
Considering the many _ conflicting 
trends which are developing, selectivity 


assumes even greater importance as the 
key to a successful investment program. 
Emphasis should be placed on factors 
such as growth, cyclical companies the 
stocks of which have already had a sub- 
stantial decline, companies which will 
benefit from the anticipated lapse of the 
excess profits tax, and others, such as 
utilities, which may benefit more direct- 
ly from the trend of money rates. 
BACHE & Co. 


Srocks UnpER ACCUMULATION? 


I believe that equity prices are in an 
overall uptrend and that, over a period 
of years, common stocks will sell at sub- 
stantially higher levels. However, I do 
not believe that the rally from the Sep- 
tember 15th lows is the start of the major 
advance. The price rise has been rapid 
and the Dow-Jones industrial average 
has rallied from 255 to 276, but I con- 
sider that the present rallying phase is 
of a relatively minor nature very similar 
to the previous seven advances and de- 
clines of roughly 20 to 25 points that 
have occurred since February 1951. 
Since that time the market has held in a 
broad trading area between approxi- 
mately 240 and 295. During this period 
individual stocks have shown very selec- 
tive action with the majority of issues 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF YIELDS OF PRICES, DIVIDENDS, 


TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 


IN PERCENT i IN PERCENT 90 PRICES AND DIVIDENDS YIELD 3 
($ PER SHARE ) % 


3 YEARS 7 : PRICES 


VICTORY 2'es ‘s 
DIVIDENDS 
( YeSCALE ) 





Oct. Sept. Oct. 
1953 1953 1952 1951-52 1946-50 1941-45 1931-40 1919-1930 
—— End of Month — (= ————————___————_Range for Period 


U. S. Government Bond Yields 
8-Year Taxable Treas. —...___ 2.20 2.39 2.24 2.80-2.20 2.35-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year = - - % 2.36 2.49 2.34 3.00-2.36 2.44-1.76 1.87-1.06 1.70-124 (a) (a) (a) 
10-Year ™ ” % 2.56 2.62 2.52 3.16-2.56 2.64-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
( 2.78 2.86 2.70 3.17-2.78 2.81-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
2.78 2.86 2.72 3.16-2.78 2.81-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
ON 3.01 3.11 _.  $.81-8.01 
Corporate Bond Yields 
Aaa Rated Long Term pvndaiealiaatislia =~ % 3.11 3.24 3. 3.44-2.98 3.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa - %o 3.26 3.41 3. 3.52-3.06 3.10-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A sa . ( 3.41 3.53 3. 3.69-3.23 3.34-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa abana Y/, 3.78 3.87 A 3.90 3.50 3.64-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
Tax Exempt Bond Yields 
Aaa Rated Long Term . Yi 2.19 2.47 2.73-1.98 2.00-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (b) 
Aa = “4 Mo 2.37 2.66 i 2.96-2.26 2.25-1.387 2.21-1.04 2.11-1.21 3.02-1.78 (b) (b) 
A ” %o 2.83 3.16 3 3.34-2.68 2.67-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (b) 
Baa ” ne Yi 3.40 3.59 s 3.79-2.96 2.98-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) (b) 
Preferred Stock Yields 
Industrials—High Dividend Series 
CE 4.01 4.11 3.98 4.24-8.99 4.10-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade _....__._»_- 5.15 5.28 4.91 5.28-4.90 4.96-4.68 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
a se es 3.83 3.89 3.77 4.02-3.76 3.90-3.45 3.92-3.27 (c) (c) (c) (c) 
Medium Grade —................. % 4.22 4.30 4.05 4.) 9-4.06 4.20-3.80 4.20-3.52 (c) (ce) (ce) (c) 
Utilities—Low Dividend Series 
CE Ee 4.16 4.27 4.05 4.45-4.01 4.25-3.77  4.24-3.40(c) (ce) (c) (c) 
Medium Grade —..._.___ . ¢ 4.53 4.73 4.49 4.87-4.43 4.71-4.19  4.65-3.69(c) (cJ (c) (c) 
&. Common Stocks 
125 Industrials—Prices (e) —...... $75.90 72.09 74.35 80.82-70.63. 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) 
125 Industrials—Dividends (e) $ 4.25 4.15 4.18 4.25-4.15 4.55-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (d) 
125 Industrials—Yields % % 5.60 5.76 5.62 5.88-5.15 6.84-5.14 17.29-8.20 7.71-3.56 10.18-2.59 6.21-3.19 (d) 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. 
(c)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. 
eee 
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The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Lasor COOPERATION NEEDED 


One cloud on the economic horizon, 
which is causing some concern to both 
industrialists and investors, is the grow- 
ing demand among the unions in heavy 
industry for a guaranteed annual wage. 
The very nature of durable industry is 
such, industrialists point out, that it 
has always had its “feast and famine” 
periods and labor is so large a part of 
costs that a guaranteed wage is not 
practical. 


Admitting certain benefits to the 
overall economy, they feel that manu- 
facturers of non-durable consumer 
goods, like Procter & Gamble, have 
vastly improved employee relations 
through annual wage agreements with 
shop workers and the front office. Some 
institutional investors foresee labor de- 
mands impending and believe that heavy 
industry management should accept 
labor representatives on boards of di- 
rectors or admit them to executive 
councils. As one trust officer phrases it: 
“There is no more room to maneuver. 
If we are to continue to prosper, man- 
agement must take labor into its confi- 
dence, and labor needs a high quality 
of representation capable of forseeing 
the economic results of its demands.” 


Funp SuppPpoRT FOR THE STOCK 
MARKET 


While the mutual funds during past 
months have proven their contention 
that their shareholders do not sacrifice 
them in a market decline, at least not in 
this case, there is strong indication in 
recent figures from the National Asso- 
ciation of Investment Companies that 
there has been some slowing down this 
year in net sales. Net sales during the 
first nine months of 1953 of $330 mil- 
lion compared with $422 million in the 
corresponding period of 1952. Mutual 
funds thus continue a strong support- 
ing factor for the market-but not as 
important as a year ago. 


Figures from the New York Stock Ex- 
change indicate that, while margin bor- 
rowing increased somewhat after re- 
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quirements were lowered to 50% in 
February of this year, the rise through 
June lagged and the total has since 
declined. 


Something new is definitely needed 
to spur speculative interest in the mar- 
ket and brokers and dealers hope to 
find it in a modification of the present 
26% capital gains tax. Past perform- 
ances amply justify their hope because, 
when the long-term holding period was 
cut from eighteen to six months in the 
early “40s, it acted like a blood trans- 
fusion. 


Less CAUTIOUS BUT MorRE PARTICULAR 


Trust investment officers in lower 
Manhattan are less reluctant to buy 
stocks now than a few mouths ago, but 
more insistent on quality. They feel that 
we are in a market zone where one 
should not “buy an industry” as a 
whole, but rather a company in a thor- 
oughly deflated industry. The search 
is for companies which have shown 
ability to weather industry storms and 
are headed for bigger gross and net. 


This same policy is being followed 
by other institutional investors and by 
managers of some of the large private 
portfolios. It has undoubtedly been a 
factor in some sharp advances among 
market leaders. This response has cer- 
tain old-timers somewhat worried as 
they fear that it may cause these bell- 
wethers to sell higher than they should 
in relation to their industry. The point 
is: is the premium being paid for quality 
more than it is worth? 

Professional buyers do not see eye to 
eye at the moment with pessimists in 
the Street, who are predicting another 
25% decline in the D-J industrials 
within six months. There are several 
ingredients the Government can add to 
the economic pie, they say, to improve 
the taste for the investor. Government 
policies have played an important part 
in determining the business trend in re- 
cent years and it is becoming increas- 
ingly clear that the present Administra- 
tion will not hesitate to use the power 


at its disposal to sustain a high level of 
business activity. 


REVERSAL IN MONETARY PoLicy 


Dramatic reversal of their policies 
since last Spring by the monetary au- 
thorities has already materially eased 
the money market and lowered interest 
rates. Further steps are to be expected 
along this line, according to well-in- 
formed sources, who would not be sur- 
prised to see some helpful measures in 
the areas of taxes and deficit spending. 
It is now quite generally accepted that 
deficit spending would be resorted to 
in order to relieve any serious unem- 
ployment. It is also considered quite 
likely that the authorities may increase 
available bank reserves through a sec- 
ond reduction in requirements. 


From these straws in the wind, bond 
experts have concluded that the high in 
interest rates and the low in bond prices 
may have been seen, not only for this 
year but for several years to come. The 
chaotic conditions which prevailed in 
the bond market early in 1953, it is 
believed, have taught the lesson that 
Federal Reserve policies cannot be en- 
tireily independent of the Treasury and 
that henceforth they will be rather 
closely geared to Treasury needs. The 
dream of a completely free money mar- 
ket has become a lost illusion, impos- 
sible in a semi-managed economy. The 
majority of the experts also feels that 
the interest rate trend is down and 
bonds, both taxable and tax-exempt, are 
currently more attractive than for sev- 
eral years. In the tax-free group, the 
greater supply in prospect will temper 
any tendency toward lower yields. 


GOVERNMENT PREFERENCE FOR 
Trust-PENSION FUNDS? 


If Representative Wright Patman has 
his way, legislation will be backed by 
him in the next session to grant prefer- 
ence in full allottment of Government 
securities to trust funds, public or pri- 
vate, including pension and retirement 
purposes, before any subscriptions by 
a commercial banking institution for its 
own account will be filled. 


Congressman Patman, a member of 
the House Banking Committee, has re- 
cently charged that the Treasury allo- 
cation of the recent 234°% bonds of 
1961 only took care of 24% of the sub- 
scriptions entered by mutual savings 
banks, insurance companies, pension and 
retirement funds, and State and local 
governments. He likewise complained 
of the allottments of the 314% issue of 
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30 year bonds in April and expressed 
his conviction that Government issues 
should be made readily available to 
“real investors,” as distinguished from 
commercial banks which create the 
funds to buy the bonds placed in their 


portfolios. 


It is probable that Mr. Patman’s at- 
tempts to legislate in this matter will 
meet considerable resistance both from 
within and without the Treasury, which 
would prefer to have a free hand to act 
according to their estimate of existing 
market conditions. While there was 
some criticism of the Treasury handling 
of the 344% offering, the experience 
has no doubt been salutary. The Treas- 
ury, it is certain, is eager to have all 
the real savings the capital market can 
lend at a fair rate but it is an assured 
fact that the combined institutional 
market cannot, in the present fiscal posi- 
tion of the country, furnish the funds 
to meet the expected deficits. Regard- 
less of wishes, the Treasury must work 
with the commercial banks to the degree 
necessary, Mr. Patman or no. 


PENSION FuND INVESTMENT PATTERN 


In pension funds investing in securi- 
ties, as distinguished from those which 


place their income through insurance 
agreements, Government and corpora- 
tion bonds serve as the most popular 
investment media, according to a survey 
conducted by Commerce _ Clearing 
House, Inc. Of the 60 companies cov- 
ered, with total pension assets exceed- 
ing $250 million, 35% placed their 
money with insurance companies and 
the balance invested in other media. No 
breakdown was given as to the relative 
amount of funds represented by the two 
classes of pensions. 


The survey showed Government 
bonds represented 33%, against corpo- 
ration bonds of 31%, or a total of near- 
ly two-thirds invested in income securi- 
ties, a conservative approach. Mortgages 
were 7%, mutual fund shares 1%, and 
miscellaneous securities came to 5%, 
with preferred stocks at 8%. Common 
stocks represented 15% of the total and 
the utility field took the honors as the 
most popular investment in this cate- 
gory, followed by bank stocks, petro- 
leum shares and chemicals in that order. 


Investment return naturally ranged 
over a wide area, from the lowest at 
2.28% in an exclusively Government 
bond account, to 7% in the fund most 
heavily invested in common. stocks, 
while the average return was 3.41%. 


Cominc Up — More Tax-Exempts! 


- State and local government bond is- 
sues were submitted to the electorate 
early this month in the amount of some 
$822 million, according to an estimate 
by the Daily Bond Buyer, and incom- 
plete returns indicate that around 90% 
of this total received the nod from 
voters. The purposes ranged from the 
half billion authorization for Ohio high- 
way improvement to small local school 
districts. While this appears to be a 
goodly bid for investment funds, it is 
substantially less than the nearly $1.5 
billion voted upon a year earlier, of 
which $1.2 was approved, and the post- 
war high in 1949 of just over $1.6 
billion. Although these offerings will be 
spaced over an extended period, the 
growing demand for funds to provide 
facilities for our increasing population 
assures a competitive market which 
should offer some very desirable tax- 
exempt yields over the coming year. 


New ExcHANGE COMMISSIONS VOTED 


After defeating a proposed commis- 
sion increase of 15% in August, the 
members of the New York Stock Ex- 
change approved at the end of October 
a new schedule which is estimated to 

(Continued on page 843) 
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APER IS AN ESSENTIAL COMMODITY, 
ae integral part of the system where- 
by we communicate with one another 
and disseminate knowledge. It has played 
an important part in the development of 
an efficient and low-cost system for dis- 
tributing the products of farm and in- 
dustry. It is a measure of our standard 
of living and the level of our culture 
and civilization. Yet, though it be all 
about us, and a product of daily use 
which has been described as the most 
widely used manufactured product in the 
world, there is in many areas little 
knowledge of the producing industry. 


The United States pulp and paper in- 
dustry is currently comprised of about 
490 concerns operating about 270 pulp 
mills and 750 paper mills located in 38 
states. The manufacture of pulp and 
paper plays an important role in our 
economy, for it is not only a large em- 
ployer of labor but also a major con- 
sumer of raw materials ‘and user of 
transportation and other services. 


This industry currently employs about 
270,000 of whom about 225,000 are pro- 
duction workers. Employment is ex- 
tremely stable, and wages are relatively 
high. The average hourly industry wage 
of $1.78 slightly exceeds the average for 
all manufacturing, and is 16 cents per 
hour higher than the average hourly 
wage in plants producing nondurable 
goods. Since 1939, the average hourly 
paper wage has advanced by 182%; over 
the same period, the Consumer Price In- 
dex has increased by 91%. The annual 
wage bill for the industry approximates 
$900 million. In the 38 states with pulp 
and paper mills, 2% of total workers em- 
ployed in manufacturing are on paper 
mill payrolls. 


The principal raw materials are pulp- 
wood and waste paper. The industry uses 
about 27 million cords of pulpwood and 
about 25 million, valued at approximate- 
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ly $500 million, are of domestic origin. 
The balance is imported from Canada by 
mills located principally in the North- 
eastern and Lake States (Wisconsin, 
Minnesota and Michigan) _ regions. 
About 8 million tons of waste paper 
valued at about $200 million have been 
consumed annually in recent years. 
Other items of high consumption are 
fuel valued annually at more than $150 
million, some 500,000 tons of sulphur 
worth $13 million. Finally, the industry 
is a heavy user of the nation’s transpor- 
tation services, with an annual freight 
bill approaching one billion dollars. 


This, then, is a big and important in- 
dustry both as an employer and con- 
sumer. How about its importance as a 
producer? A study conducted a few 
years ago by the United States Depart- 
ment of Commerce revealed that, on the 
basis of value of shipments, the paper 
industry was the sixth largest of the 452 
United States industries covered. Only 
the motor vehicle, meat packing, steel, 
petroleum refining and cotton fiber in- 
dustries made a greater contribution to 
the economy. 


Economics of Location 


In the United States, five paper pro- 
ducing regions are recognized by the in- 
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DYNAMICS OF INDUSTRY 


AN OLD INDUSTRY 
MEETING TODAY’s NEEDS 


JOHN H. VOGEL 


dustry: New England, Middle Atlantic, 
Lake States, South, and Northwest. In 
each of these areas the industry owes its 
initial location and subsequent develop- 
ment to the following factors: 


1. The availability of a_ plentiful 
supply of the basic raw materials (wood, 
wood pulp, waste paper, straw, and 
rags). 

2. The existence of water power sites 
or the ready availability of fuel capable 
of generating power to operate mill ma- 
chinery. 


3. An adequate labor force capable 
of being trained in the unique skills re- 
quired in the operation of pulp-produc- 
ing, papermaking and auxiliary equip- 
ment. 

4. A constant source of process water 
of sufficient purity for use in cooking, 
bleaching and refining wood pulp and 
transporting the pulp fibers to the paper- 
making machine. Here it might be point- 
ed out that this industry is — with the 
possible exception of the Atomic Energy 
Commission — the largest industrial 
user of water, consuming each year an 
estimated 650 billion gallons. The 
Nekoosa-Edwards Paper Company, 
which operates two mills of better than 
average size in Wisconsin, has a daily 
consumption of 40 million gallons, 
equivalent to the daily consumption of 
St. Paul, Minnesota. 


5. Nearness to markets for mill prod- 
ucts. 


The importance of each of these fac- 
tors in determining the location of a par- 
ticular mill will depend upon the type 
of mill to be built (integrated or nonin- 
tegrated) ; the raw material to be used; 
the kind of paper to be produced; and 
the location of potential markets for the 
products of the mill. 


The advantages of favorable mill loca- 
tion vary in degree and duration as con- 
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ditions of raw material supply and mar- 
ket location change and new products 
and technical processes develop. As 
newer, more efficient mills, built in the 
same or other areas, become capable of 
capturing a substantial part of the orig- 
inal market, it frequently becomes neces- 
sary for the older mill, which can be 
expected to be equipped with smaller, 
slower and generally less efficient ma- 
chinery, to institute operational changes 
permitting the utilization of raw mate- 
rials other than those previously used, 
and to shift production to new lines. 


Product Flexibility Helps 


This practice of shifting production to 
the most profitable grade of paper — 
all things considered — is a character- 
istic which sets paper mills apart and is 
possible only because all papermaking 
machinery is basically the same. Thus, 
as a machine becomes too slow to be an 
economical producer of newsprint, a 
grade normally produced at very high 
speed, it may be possible to shift to the 
manufacture of groundwood printing 
papers, pruduced at lower speed, and 
which have a higher unit value. The ef- 
fects of this force — and it is just that — 
are best illustrated by the experience of 
many New England mills which, as their 
production costs steadily mounted to 
levels higher than those of competitive 
mills more favorably located, shifted to 
the manufacture or purchase of special 
grades of pulp for the manufacture of 
specialty-type papers bringing relatively 
high return per unit. Some mills, on the 
other hand, shifted from the production 
of wood pulp or rag content grades to 
the manufacture of paperboard because 
waste paper necessary for its production 
and a large market for the sale of its 
products existed in nearby highly indus- 
trialized metropolitan centers. 

It would be a mistake, however, to 
conclude from the foregoing statement 
that mills in New England are inefficient 
or incapable of meeting competition 
from other areas. To the contrary, recog- 
nizing the problem, they have by full 
utilization of their financial resources 
and application of “know how,” devel- 
oped over many years, met the challenge 
head-on. They have by skillful use of 
their vast technical knowledge not only 
maintained a strong position in the 
manufacture of what might be termed 
“regular-type” paper, but have also won 
distinction for their ability to produce a 
wide variety of special purpose paper. 
Further, recent technical developments 
in pulping which permit utilization of 
relatively low cost hardwood species, 
once shunned for spruce and balsam fir, 
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make possible a higher pulp yield per 
cord of wood, and promise for this and 
other northern areas a future as bright 
with success as the past. 


Growth of the Industry 


One of the striking features of the 
paper industry has been its remarkable 
ability to resist the diseases of old age, 
which might justifiably be expected after 
more than 250 years existence in this 
country, and to maintain a healthy rate 
of growth. The National Industrial Con- 
ference Board concluded, following com- 
pletion of its study, “Growth Pattern of 
Industry,” that “véry few industries with 


statistical histories as long as the paper 
industry can boast a current rate of 
growth as robust.” This study also re- 
vealed some interesting facts on the abil- 
ity of the various branches, with the ex- 
ception of newsprint, to maintain to a 
high degree the growth rates of more 
than forty years ago. In 1910 the appar- 
ent consumption of fine papers, such as 
writing, was growing at a rate of almost 
5%, and in 1950 it was about 314%. 
The consumption of tissue paper was 
growing at a rate of 8.7% in 1910 and 
at 5.3% in 1950. The rate of increase in 
apparent consumption of coarse paper 
(wrapping), which was 4.2% in 1950, 
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exceeded that of 1910 when the rate of 
growth was only 2.9 per cent. 


How did the paper-making compare 
with other groups in the study? The 
growth rate for apparent consumption of 
all kinds of paper and paperboard was 
5.6% in 1910 and 3.47% in 1950. For 
aluminum production, the rates in these 
two years were 15.6 and 4.5%; and for 
rolled iron and steel products, 4.3 and 
1.4 per cent. Whereas in 1910 produc- 
tion of aluminum, chemical minerals, 
natural gas and Portland cement enjoyed 
greater growth than paper and board, by 
1950 only the production of natural gas 
— exploitation of which on a large scale 
is a recent phenomenon — continued to 
outpace paper. 

In 1939 United States mills produced 
13.5 million tons of paper and paper- 
board. In 1953, a year which at this time 
gives every promise of being a record- 
breaking year in terms of production, 
output will approximate 26.5 million 
tons. Thus, over a period of fourteen 
years, including war years when Gov- 
ernment restrictions prevented expan- 
sion, this industry has virtually doubled 
its output. To be sure, the growth re- 
ferred to was not uniform for all seg- 
ments of the industry. Newsprint produc- 
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tion (and it must be remembered that 
85% of United States supply of this 
paper is imported) will have increased 
by only about 6% through 1953 but ex- 
pansion now underway by such compa- 
nies as Great Northern Paper Company 
— the largest U. S. producer of news- 
print — which will spend more than $30 
million to expand its operations in 
Maine, and the Bowater Paper Company 
mill under construction in Tennessee, 
will greatly augment domestic produc- 
tion in the next two years. During this 
period (1939-1953), however, produc- 
tion of printing papers (excluding 
newsprint) increased by 75%; fine 
paper by 85%; tissue paper and paper- 
board output grew by 150 and 100%, 
respectively. Over the same time, per 
capita consumption of paper and paper- 
board has increased from about 245 to 
almost 400 pounds. When this is con- 
trasted with per capita consumption of 
133 lbs. in the United Kingdom, and 
1.2 pounds in India, one can readily 
appreciate the significant role paper 
plays in our modern life. 


New Uses Raise Demand 


The growth in production and con- 
sumption has been possible through ex- 
tensive research and development pro- 
grams to improve quality and expand 
the markets for established grades; and 
to develop new products capable of meet- 
ing the unique demands of a new use 
situation, or capable, by reason of their 
relatively low-cost or ability to be com- 
bined with other materials, of substi- 
tuting for higher cost materials. 


Cooperative efforts of manufacturers 
and paper and paperboard consumers 
have extended the areas of substitutabil- 
ity of these products. Paperboard con- 


tainers are widely used as a replacement © 


for relatively expensive and heavy wood- 
en containers in transporting products of 
virtually every industry. In the recent 
past, techniques have been developed to 
use paperboard boxes in the shipment of 
citrus fruits and lettuce from the South 
and West Coast. These new uses alone 
are potential markets for several hundred 
thousand tons of paperboard annually. 
Paper has also proven to be an excellent 
replacement in the field of shipping 
sacks, with production in the postwar 
period up from 550,000 tons (1946) to 
850,000 tons (1951) as the distribution 
of cement, fertilizer, flour, and other 
bagged commodities has shifted from 
textiles to lower cost paper bags. One 
more example is that of paper milk bot- 
tles, use of which has constantly in- 
creased since the end of World War II. 
Last year, out of a total distribution of 
about 21 billion packages of milk, about 
8 billion were of paper, and the end is 
not in sight. The growth and develop- 
ment of the frozen food industry has 
likewise created demand for new papers 
and provided one more challenge to the 
inventiveness and ingenuity of the 
papermaker. Expansion in this line has 
to a large degree been made possible by 
the successful manner in which the paper 
industry met this challenge. 


It has been said — and with much 
truth — that paper is a substitute for 
many materials but that there is no sub- 
stitute for paper. Not only is the rela- 
tively low cost of paper an attraction 
to potential users, but its high degree of 
adaptability to combination with other 
materials, such as foil, plastics, and 
resins, enables the industry technician 
virtually to build a paper having the 
necessary physical and chemical quali- 
ties required in a given situation. This 
fact, too, would seem to assure contin- 
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ued growth in the years ahead as addi- 
tional mysteries of the components of 
wood and cellulose fiber are solved. 


Paper Companies Substantial 
Borrowers 


The primary pulp and paper industry 
requires large plant capital investment 
per ton of daily capacity, greater than 
almost every other industry. It is ques- 
tionable whether today a 300-ton per day 
pulp and paper mill could be built in this 


‘country at a cost of less than $130 thou- 


sand per ton of daily capacity, making 
the total cost of production facilities 
alone about $40 million. A 300-ton per 
day newsprint mill recently proposed to 
be built in Alaska is expected to cost 
$54 million, equal to $180 thousand per 
ton daily capacity. 

It is not surprising, therefore, that 
since World War II primary pulp and 
paper units have spent about $2 billion 
in expanding facilities. Details as to the 
sources of funds are not available for all 
of these years. In 1952, however, accord- 
ing to “The Yearbook of Private Place- 
ment Financing,” 33 manufacturers of 
paper and allied products, despite the 
much publicized tightness of the long- 
term money market, succeeded in ob- 
taining $207 million from privately 
placed loans as opposed to $150 million 
borrowed by 31 manufacturers in 1951, 
a gain of 37 per cent. 


Integrated manufacturers (those cap- 
able of producing both pulp and paper), 
as might be expected, received the larg- 
est share of new capital, with 13 loans 
aggregating $95.5 million. One manu- 
facturer of pulp only, the Ketchikan 
Pulp Company, now building a mill in 
Alaska to produce grades of dissolving 
pulp suitable for conversion into rayon, 
cellophane and a host of other products, 
obtained $36 million from a group of 
institutional investors. The largest single 
loan was $37.5 million to Bowater’s 
Southern Paper Corporation (subsidiary 
of an English company with interests in 
England. Canada, and Scandinavia) , for 
the construction of a newsprint mill in 
Tennessee. Other loans to integrated 
companies included: Oxford Paper Com- 
pany, $10 million; St. Lawrence Paper 
Corporation, $8 million; S. D. Warren 
Company, $6 million; Mead Corpora- 
tion, $5.5 million; The Champion Paper 
and Fibre Company, $5 million; Rhine- 
lander Paper Company, $4.5 million; 
Mosinee Paper Mills Company, $3.5 mil- 
lion; and Thilmany Pulp and Paper 
Company, about $2.9 million. 


Among the paperboard mills which as 
a group placed loans of $35 million, the 
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TOTAL PAPER AND BOARD FIGURES 
(Selected years) 


Production Imports Exports Consumption 
Year Tons Tons Tons Tons Lbs./Capita 
a 11,140,235 2,533,603 262,383 18,411,455 220.3 
NE AS 13,509,642 2,687,494 248,569 15,948,567 243.7 
| acne o 19,277,667 3,625,982 393,250 22,510,399 318.8 
ae 21,897,301 4,581,811 397,019 26,082,093 355.9 
a 20,315,436 4,751,323 372,277 24,694,482 331.0 
ae 24,375,083 5,007,384 871,546 29,010,921 382.5 
|, 26,048,143 5,152,322 635,303 80,565,162 396.0 
ree 24,413,212 5,191,126 591,338 29,013,000 372.5 





largest was $20 million by the Robert 
Gair Company. The second largest 
amounted to $9 million placed with an 
institution by the Southern Paperboard 
Company. 


Stability Inherent Factor 


The paper industry, because of prod- 
uct diversity and its growth factor, has 
over the years demonstrated a striking 
degree of stability, to the benefit of its 
employees as well as those with a finan- 
cial interest. This is best illustrated by 
examining the period since 1929 and 
comparing the variation in activity, as 
reported by the Federal Reserve Board. 
This study shows that if all industries 
were to achieve the relative stability of 
paper making, our national economy 
would benefit materially. Thus, from 
1929 to 1932, overall industrial activity 
decreased by 47% while the paper in- 
dustry declined 27 per cent. In 1938 
these percentages were 21 and 11%, re- 
spectively; and in 1949, 8 and 5%. It is 
clear, therefore, that in each of these 
periods paper exhibited unusual activity 
from the production standpoint. This 
stability is due chiefly to the continuing 
high demand. a demand so large that 
the United States, having little more 
than 5% of the world’s population, con- 
sumes about 70% of the world’s produc- 
tion of paper and paperboard. 


Industry Profits Fairly Steady 


In 1952, sales by primary manufac- 
turers are estimated at about $7 billion. 
Although this was only 3% less than in 
1951 and represented the second highest 
sales volume ever achieved, the year was 
the least profitable since the end of 
World War II, due to the combined ef- 
fects of inventory write-down, price ¢on- 
trols, increased freight and labor costs 
and inability to benefit fully from the 
economies of optimum utilization of pro- 
duction facilities, as industry operation 
dropped to 91% of capacity. Profits be- 
fore taxes were down by 21% in 1951 
to 17.1% in 1952. Earnings on net 
worth declined from 13.3% in 1951 to 
10.9 per cent. 


As a result of a decline in operating 
income before taxes from $1.5 billion 
in 1951 to $1.2 billion in 1952, income 
subject to excess profits tax decreased, 
and total Federal tax payments declined 
from $982 million or 62% of net before 
taxes in 1951 to $665 million or 55% 
in 1952. This tax decrease partially off- 
set higher operating costs, and net profit 
of $582 million was only 8% less than 
in 1951, 


The profit ratio after taxes on sales of 
the integrated companies was again more 
than twice that of the nonintegrated pro- 
ducers, or 8% against 3.2 per cent. It is 
interesting to note, however, that while 
profits after taxes for the integrated 
mills was equal to 11% of net worth, 
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the lowest rate for this group in the post- 
war period, the nonintegrated mills, with 
profits of 6.7%, were in better position 
than in either 1948 or 1949. 


The inclusion of manufacturers of con- 
verted paper products in the paper and 
allied products industry, as reported in 
studies of the Federal Trade Commis- 
sion prevents the strict application of 
these data to the primary industry. 
Nevertheless, for the purpose of compar- 
ing the relative earnings position of the 
industry, they serve a useful purpose, as 
they demonstrate that for the years 1947— 
1952, manufacturers of paper and allied 
products have, with a high degree of 
consistency, shown a greater rate of 
profit after taxes per dollar of sales than 
the average for all manufacturing indus- 
tries. Return on sales for all manufac- 
turing industries in this period ranged 
from 4.3% in 1952 to 7% in 1948 and 
averaged 6%. The paper industry, how- 
ever, reported a range from 5.7% in 


1952 to 10.7% in 1947 and averaged 


- oc 
7.8% > 


A high return per dollar of sales, 
however, does not, in an industry with 
low capital turnover, of necessity indi- 
cate an equally good return on stock- 
holders’ equity. It is significant to note, 
therefore, that when for the period under 
discussion the paper and allied products 
is compared with other industries, it had 
an average profit of 15.1% while that 
of all manufacturing industries was 13.6 
per cent. Only the electrical machinery 
group (16.2%) and the motor vehicles 
group (18.6%) showed a higher aver- 
age return. 


Regional Variations 


As previously indicated past produc- 
tion of paper and paperboard has been 





REGIONAL CHANGES IN PAPER AND BOARRD PRODUCTION 


(As percentage of total) 
1929 1939 1947 1952 
Quantity Value Quantity Value Quantity Value Quantity Value 
Northeast _... 32.3 38.5 24.9 30.9 21.5 26.0 16.9 N.A 
Lake States _ 20.6 20.9 18.8 21.1 17.9 19.5 14.3 N.A 
ee poe 6.6 18.9 13.9 26.0 22.0 30.8 N.A 
Northwest 14 6.5 8.2 12 8.1 6.7 9.4 N.A 
All Other __._. 31.7 27.5 29.2 26.9 26.5 ‘25.8 28.6 N.A 


Source: U. S. Bureau of the Census 





marked by relative stability, but the 
dynamics of the industry are such that 
rates of growth and decline vary be- 
tween grades and geographic areas. 
Thus, as illustrated by the accompany- 
ing table showing regional changes in 
production, it will be noted that the 
South has enjoyed the greatest relative 
growth. This has been due in large part 
to the ready availability of large supplies 
of wood, the fibre of which has been 
particularly adaptable for use in the 
mass production of paperboard and 
coarse paper grades. However, the his- 
tory of the industry has demonstrated 
the tendency of mills to constantly up- 
grade their production to obtain the 
highest possible return. To date this has 
not occurred to any large extent in the 
South. Nevertheless, the number of mills 
in that area having facilities for bleach- 
ing purposes — virtually a necessity for 
entrance into higher grade markets — 
has steadily increased. It may well be, 
therefore, that additional effort will in 
the future be made to overcome the tech- 
nical problems that must be solved be- 
fore entrance into such fields as print- 
ing grades may become an accomplished 
fact. The past record of the industry in 
solving similar problems points to the 
conclusion that this will be accomplished 





Paper machine at Nekoosha-Edwards Paper Co., Port Edwards, Wis. 


in time and will play an important part 
in making it possible to supply our na- 
tion’s ever growing demand for paper. 


Some 1954 Easing Possible 


None can forecast the future with com- 
plete accuracy. Nevertheless, on the basis 
of past experience, there is reason to be- 
lieve that should overall industry activity 
decline by 10% in the next year, the 
total production of paper and paper- 
board might decrease from 1953 levels 
by about 5%. Should this happen, the 
bulk of decrease might be expected to 
occur in paperboard, since that branch 
is more greatly influenced by changes 
in business activity. In the event that 
overall production of paper and paper- 
board declines by 5% to 2514 million 
tons, mills would be operating at slightly 
less than 90% of their capacity. 

While it is true that there is a close 
relationship between the ratio of mill 
operations and net earnings on sales in 
this industry, cost-price relationships, 
in the final analysis, play an important 
role as determinants of profits. Thus, 
if cost elements are relatively rigid in 
a period of lower activity, it may be 
that the industry would experience a 
period of “profitless prosperity.” For- 
tunately for papermakers, since World 
War II cost-price relationships have been 
generally well balanced. As a result, 
profits on sales by the primary industry 
have been relatively constant, as illus- 
strated by the fact that in 1946 when 
mills operated at about 95% of capacity, 
profits on sales were 8.5%, while in 
1949 when operations were at a rate 
of 84%, profits as a percent sales were 
8.6%. It is significant that both of these 
figures exceeded the 1951 earnings of 
8.0% on sales, when government con- 
trols were in effect, despite the fact that 
operations that year exceeded theoreti- 
cal plant capacity. It would seem then 
that the paper. industry — as all indus- 
try — operates best in a free economy, 
and that a minor decline in industry 
activity, such as indicated above, would 
in all probability not have a major, or 
necessarily decisive, effect on industry 
earnings. 
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A SUMMARY OF FINANCIAL DATA OF THE PAPER INDUSTRY 





Sales sua Net % Div. 
Total Net Net Federal to Total to Net Earnings Paid to 
Assets Worth Sales Taxes Assets Worth _ to Sales Total Sales 
(billions) (millions) (ratio) (per cent) 
ane $2.36 $1.70 $1.45 $ 18 6 5.0 5.8 N.A. 
ee 3.28 2.42 3.55 208 53 12.4 8.5 N.A. 
 — 4.37 3.10 5.09 379 12 18.1 10.9 3.2 
ee 4.68 3.34 5.38 343 1.2 15.8 9.7 3.7 
—oes 4.89 3.59 4.79 264 1.0 11.6 8.6 3.6 
es 5.59 4.08 5.89 529 1.1 15.2 10.2 3.9 
Te 6.60 4.40 7.22 982 1.1 13.3 8.0 3.6 
i ae 7.07 4.89 7.00 665 1.0 10.9 7.6 4.0 
of fact, some circles contend, 
Mem os a matter 


(Continued from page 833) 


and groups suffering declines of a bear 
market nature. Only a select few have 
managed to advance against the general 
trend. The fact that the majority of ad- 
vancing issues have been of high grade 
investment calibre has resulted in an 
above average performance by the var- 
ious market averages. 

In a way, the technical action of the 
market has been very similar to that of 
the 1946-1949 period, when the indus- 
trial averages held in a broad trading 
area bounded by 195 and 160. There was 
considerable doubt at the time whether 
the trading range indicated an accumu- 
lation phase or a distributive area. It 
eventually turned out that stocks were 
passing from weak into strong hands 
and the market broke out on the upside 
of the trading area and advanced a hun- 
dred points. 


I believe we are undergoing a similar 
accumulation phase at the moment, but 
that more time will be needed before the 
pattern is completed. While most groups 
appear to have completed the major part 
of their readjustment, there are a few 
groups that still indicate somewhat vul- 
nerable technical patterns. The oils and 
possibly the rubbers are examples. 
Therefore, I expect a continued trading 
range bounded roughly by 300 and 250- 
240. This may continue well into 1954. 

However, each period of weakness 
should be a definite buying opportunity 
for the long term investor. I believe the 
objective of the market over the next 
five to six years is the 500-600 level. If 
one believes that it will attain this lofty 
goal, it will make very little difference 
whether purchases are made at 270, 260 
or even 24), 


EDMUND W. TABELL 
WALSTON & Co. 


THE Sun Stitt SHINES 


The results of the Wisconsin election, 
a lowering of money rates, and various 
pronouncements of governmental off- 
cials and leaders of industry have tend- 
ed to increase optimistic sentiment. As 
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almost angrily, that merely to talk bear- 
ishly is to court disaster. We still believe 
in carrying an umbrella on cloudy days 
even if it does not rain, and a discussion 
of the safety factors in case of a decline 
in general business serves a useful pur- 
pose even if the Eisenhower recession 
should remain more “around the cor- 
ner” than the Hoover boom. 

CaRL M. Logs, RHOADES & Co. 
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Sidelights 


(Continued from page 837) 


raise rates by about 18%, effective No- 
vember 9th. This is the first revision 
since November, 1947, and according 
to G. Keith Funston, president, will only 
partially close the 30% gap due to in- 
creased operating costs since that date. 

One feature of the new schedule is 
the provision that calls for a 50% 
cut in the selling commission, plus $2.50 
for a round lot and $1.50 for an odd 
lot, when a purchase and sale (round 
trip) of the same security for one ac- 
count are completed within 30 days. 





Kodak Offers Payroll Deduction 
for Purchase of Company Stock 


A payroll deduction program, in con- 
junction with the Quinby Plan for stock 
purchase by the dollar’s worth instead of 
in share lots, was offered to employees 
last month by Eastman Kodak Co. The 
announcement explained that “any indi- 
vidual who plans to invest periodically 
must meet certain expenses if he wishes 
to obtain the custody, bookkeeping, and 
other services necessary to make frac- 
tional share purchases in dollar amounts. 
Study has indicated that any plan which 
might be developed by the Company 
would not offer any special advantages 
over those already available through the 
Quinby Plan which has been in operation 
over a number of years.” 


This is the first time an independent 
agency has administered a company stock 
ownership program for the employees of 
a major corporation. Kodak stock was 
the sole security offered to the public 
through the Quinby Plan when it started 
operation 15 years ago (it has since 
added duPont, General Motors, and 
Standard Oil of N. J.) and today Lin- 
coln Rochester Trust Co., as Custodian, 
holds more than 80,000 shares of Kodak 
under the Plan. 


A A A 


University Buys 
Shoe Company 


Illinois Wesleyan University has con- 
tracted to buy all the stock of the Krip- 
pendorf-Dittman Co., a shoe manufac- 
turing concern, as an investment. The 81 
year old company employs more than 
350 persons. 


MUNICIPAL BONDS 


for 


Trust Investment 


Bond Department 


MERCANTILE TRUST COMPANY 


St. Louis 
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For muons or years the Giant slept. 

In 1863, Man disturbed his mighty slumber, tamed him 
and put him to work for the good of all. 

The Giant was called Petroleum. 

How did enterprising men go about harnessing this 
stupendous new source of energy? 

Here is how they did not go about it: 

They did not turn the problem over to a government 
agency. 

They did not say, “Whale oil is good enough. Why 
bother with this newfangled stuff?” 

They did not say, ‘Too many problems involved. Too 
many risks. We might lose our shirts.” 

They did get to work and promote risk capital for drilling. 

They did make this new source of energy available to all 
the people. 


They did seek—and find—new ways to put the Giant’s 
talents to work making hundreds of new products, creating 
thousands of new jobs. 

Among these energetic giant-tamers were men of Cities 
Service. They had begun as processors of whale oil. They 
were quick to see the possibilities of “rock oil.” They were 
among the first to study the sciences of combustion and 
petro-chemistry. 

The petroleum Giant is now a docile servant of mankind. 
It has made our lives easier in countless ways. But Cities 
Service researchers say it has muscles it hasn’t even used 
yet! 


CITIES (A) SERVICE 


Quality Petroleum Products 














-  [NCOME PropucinG REAL ESTATE 


A Good Trust Investment 


CLARENCE M. TURLEY 


St. Louis, Missouri; Past President, American Institute of Real Estate Appraisers 


HE OBJECTION MOST OFTEN HEARD 

from trust officials when discussing 
the acquisition of a parcel of income- 
producing real estate or the retention 
of such a property left in an estate is 
its non-liquidity. The second objection 
is the problem of management. True, a 
$100,000 income property can hardly 
be divided and a part sold to raise 
money, as one might sell part of a 
$100,000 investment in negotiable se- 
curities. Furthermore, liquid securities 
are listed and one may know from day 
to day the selling price — not so with 
real estate. The market moves more 
slowly and the sale generally requires 
an effort on the part of the Trustee or 
someone employed by him. All real es- 
tate appraisals are specifically condi- 
tioned upon a reasonable lapse of time 
and a consistent and competent sales 
-effort. If anyone faces the probability 
of being forced to liquidate quickly, no 
form of real estate should be acquired 
with the idea that a quick sale at full 
value is probable. 


However, inability to sell quickly has, 
in my experience, forced many an in- 
dividual and corporate organization to 
keep its real estate in times of stress 
when liquid securities have been sold at 
depreciated prices. The real estate in 
the long run preserved to the owner the 
means of financial recovery which might 
not have been the case had it been 
possible to dump it. The non-liquidity of 
real estate has often been its prime vir- 
tue and, in addition, this characteristic 
is always taken into consideration by 
the appraiser when selecting the proper 
capitalization rate to be applied to the 
stabilized income stream produced by 
a specific parcel. 


Attractive Property Investments 
Available 


While emphasizing safety of princi- 
pal, we certainly do not wish to follow 
the Biblical parable of the talents and 
bury that entrusted to us in the ground 
with no income, but must be wise ser- 
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vants so that the principal will be pre- 
served and the beneficiaries receive the 
greatest income possible. 


An eastern insurance company was 
offered a remodeled office building, the 
bulk of the space to be leased to the 
American Telephone and _ Telegraph 
Company and Southwestern Bell Tele- 
phone Company. Other space was sub- 
ject to ordinary tenant rental but the 
telephone leases alone would produce a 
net return of 5% and recover the cost 
during the remaining useful life of the 
structure. The insurance company offi- 
cer made a significant statement; the 
debentures of these tenants were at that 
time considered a good buy for insur- 
ance funds upon a 234—%% basis. He 
could see no difference between the obli- 
gation of the tenants to pay rent for a 
period of years and their obligation to 
pay interest and principal on a debenture 
issue. The yield has worked out much 
higher than the 5% minimum expected 
from the principal leases and obviously 
much higher than on the debentures. 


It seems to me that the degree of 
safety in this instance is identical, the 
only difference being one of manage- 
ment and accounting. In fact, if rental 
is defaulted, the debenture obligations 
would also default, but the debenture 
holder would have only an unsecured 
claim in bankruptcy. Properties in 
which Woolworth, Kresge, Penney or a 
national chain of unquestioned credit 
rating occupy a substantial portion of 
the space are other examples of desir- 
able lessees. 


Problems of Retention 


Trust officials are more often con- 
fronted with the problem of whether to 
dispose of property left in trust with 
power of sale and reinvestment. There 
are undoubtedly many borderline cases 
where the trustee must use discretion 
both in disposition and reinvestment of 
the proceeds, but the impression is that 
too often income is sacrificed in favor 
of principal security. 


As an instance, a large remodeled 


residence was offered for sale by a trust 
company at $35,000, containing thirteen 
rental units, most of which contained 
in-a-door beds, bath, refrigeration, kit- 
chenette and gas stove. The location is 
adjacent to an industrial district but 
also not very far from a large public 
park. These units produce a gross in- 
come of $8,400 per year, with expenses, 
taxes and management of $3,000, net 
income $5,400 per year, or 15% on 
the offering price. Suppose the testator 
had left this income to his widow for 
life, with remainder to the children; 
she would have known that the prop- 
erty would produce over $5,000 per 
year. She is due for a sudden awakening 
when the property sells for $35,000 and 
the proceeds are reinvested in Govern- 
ment bonds at 3% or $1,050 annual 
income. 


I believe that even this borderline 
property should not be sold, but approx- 
imately $2,000 per year out of its in- 
come retained in the estate as deprecia- 
tion and $3,000 net income paid to the 
widow. Such property should certainly 
not be acquired as a trust investment 
but I believe there is a difference be- 
tween purchase and retention. 


A client having a substantial estate 
in listed stocks and mortgages wanted 
to name me as executor and trustee be- 
cause he feared a trust company would 
find an excuse to sell his real estate 
holdings at the first opportunity. I de- 
clined to act alone but did agree to be 
co-executor and co-trustee with an in- 
stitution which I felt would carry out 
his wishes and with which I felt I could 
have some influence concerning the de- 
sirability of keeping a substantial por- 
tion of the estate invested in income 
real estate, which he considers a good 
investment and, because it is a good 
investment while he lives, he feels it will 
be a good trust investment after his 


death. 
Checkpoints for Real Properties 


There are several tests which the pur- 
chaser of income property should apply, 
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substantially the same tests which a 
trustee should use when endeavoring to 
decide whether a property should be 
acquired or sold: 


(1) Character and age of the build- 
ing or buildings involved. A good in- 
vestment need not necessarily consist of 
a new building. In fact, an older build- 
ing — not an antique — but one which 
has been well maintained is often more 
desirable than a new one for investment 
purposes. 


Buildings which show signs of anti- 
quity should be avoided unless the pur- 
chaser has a program of modernization 
in mind which will produce better occu-” 
pancy and increased income. 


(2) Income in relation to the price 
paid. 

(3) Quality of the income stream: 
the type of tenants and their ability 
to continue in business and pay their 
obligations. The ideal situation is a 
property in which an AAI tenant occu- 
pies sufficient space at a rental produc- 
ing a net income of 414% - 6% on the 
investment, with other space rented to 
good tenants with credit rating not as 
high as the principal tenants, but whose 
rental would substantially increase the 
net return. 


(4) Probable duration of income 
flow: is the present rental secured by 
long leases and, if not, will the present 
income stream be continued through 
renewals or tend to increase or decrease 
at expiration of existing leases? 


(5) General saleability: there are 
some properties which are more easily 
sold most of the time. 


(6) Trend of values affecting speci- 
fic properties. The experienced apprais- 
er, particularly in his own community, 
is thoroughly familiar with current 
trends and the individual purchaser or 
trust official can well afford to consult 
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our long experience in bank and trust matters. 


THE STAMFORD TRUST CO. 


Stamford, Connecticut 
Member Federal Deposit Insurance Corporation 


a competent appraiser. Unless the in- 
come stream will provide for complete 
amortization of the investment during 
the current lease term, no one desires 
to invest where the trend in values is 
downward. 


(7) Management factors involved in 
handling the specific property. The 
management of a parcel of income pro- 
perty is divided into: the physical man- 
agement of the property iiself and top 
ot, “policy” management. Often most 
phases of these two divisions are com- 
bined in an organization completely 
séparated from the operation. of the 


“trust company. This is due, I am told, 


to the inability of the trust company to 
charge the trust estate, regardless of 
results obtained, a sufficient amount for 
its services to justify the maintenance of 
a competent staff to properly handle in- 
come property requiring more than rou- 
tine rent collections 


Skilled Management Often Needed 


This situation, however, should not 
be one which would cause the trustee 
to refuse to consider income real estate 
for investment. By far the largest per- 
centage of income real estate is not 
owner-managed and if an owner, while 
aliye, employs a manager or a manage- 
ment organization, why should not his 
executor or trustee have the right to 
employ competent management and pay 
for it out of the trust estate’s income? 


It requires much less management to 
collect monthly rental from one AAI 
tenant occupying an entire building 
under a net lease for 20 or 25 years 
than it does to collect the same amount 
of rental from a dozen or more tenants 
whose leases expire at various times 
and whose leases provide for operation, 
maintenance, taxes and insurance at the 
cost of the landlord. In the latter in- 
stance, unless adequately compensated 
itself, the trust company must hire out- 














300 Main Street 


side talent to look after management 
details. 


An expert appraiser called upon to 
appraise two properties producing an 
identical net income but whose manage- 
ment factors are similar to those I have 
just related would probably use a capi- 
talization rate from 1% to 214% higher 
for the building occupied by several 
tenants than for the single occupancy 
property under a net lease. 


When intelligently acquired, compe- 
tently operated and maintained, income 
real estate over the years will compare 
favorably with what might be consid- 
ered the best trust investment and will be 
far better than most other forms of 
property or securities generally found 
in trust estates. 


A AA 


Rockefeller Foundation Assets 
Over $336 Million 


Securities held by the Rockefeller 
Foundation had a market value of $363.,- 
692,555 as of December 31, 1952, and 
were invested $64.6 million in bonds 
($56 million in U. S. Gov’t obligations) , 
and $298.7 million in common stocks 
($242 million in oils, mostly Standard 
Oil of New Jersey). Preferred stock 
holdings amounted to $445,000. 


OUR TRUST DEPARTMENT 


offers you a complete 
personal and corporate 
trust service in 


Maryland. 


BALTIMORE 
NATIONAL 
BANK 


Member Federal Deposit Insurance Corporation 





847 





ATC AN DHL SIN *¥.4°)" By Of @ ECVV. 1°21 GF NB @):F- Ty LUSMPANY © ARMOUR & 


te 


LUMINUM CO. OF AMERICA * AMERICAN BRAKE SHOE CO. * AMERICAN CYANAMID CO, * 
ETNA LIFE INSURANCE CO. * ALLEGHANY CORPORATION * ALLIS-CHALMERS MANUFACTU 
SSOCIATED ITIVE WORKS * B4'™" RE & OHI 


ETHLEHE/ 
HESAPEAKE & OHIO RAILWAY * ~~ 
EVOE & RAYN” 
OLGATE-PALA 
l. DuPONT 


REYHOUND . caro 4 For Every One Concerned 
LIDDEN COMPANY with Federal Income Tax Problems of Investors .... 


ENERAL FOODS COR When capital changes affect income from an investment portfolio — how 
: can the Tax Man get the facts and information needed for correctly com- 
ERCULES POWDE puting gain and loss for federal income tax purposes ? 
oo For more than two decades top tax specialists have turned to the authori- 
LAND STEEL tative pages of SINCLAIR-MURRAY CAPITAL CHANGES REPORTS for this 
kind of data. In its three encyclopedic loose leaf Volumes the complete 
capital changes histories of over 12,000 corporations are set forth and kept 
continually up to date through fast, regular loose leaf “Reports.” 
Included in its comprehensive coverage of this field are full details on the 
federal tax aspects of stock rights, stock dividends, liquidating distributions, 
exchanges in reorganizations, dividends on preferred stock redemptions, 
nontaxable and capital-gains cash dividends, interest on bonds “traded flat,” 
amortizable premium on convertible bonds, and the like. 
Then, too, there is everything needed in handling the federal tax problems 
peculiar to taking deductions on worthless securities, war casualty losses 
and recoveries, and the dividends received credit for corporate holders 
of certain public utilities stocks, 
Not a statistical service, not a financial advisory service — these fill their 
own place in reporting financial events. SINCLAIR-MURRAY CAPITAL 
CHANGES REPORTS is concerned not with reporting financial events as 
such, but is exclusively concerned with reporting instead how certain finan- 
cial events affect the tax picture of the security holder. 


* Authoritative — Produced and published by Sinclair Murray & Co., Inc. 
— a wholly owned subsidiary of Commerce Clearing House, Inc. 


E, DAVIS & CO. * PENNSY 


Write for Complete Details 
COMMERCE, CLEARING, HOUSE,.IN we 


ARRAN SAAN wrT Mop eae 
REPOR 


PUBLISHERS OF TOPICAL Law 


he “Rep : 522 FirtH AVE. 214 N. MICHIGAN AVE. 1329 E STREET, N. W. 
MIN in t ND, ; NEw YORK 36 CHICAGO 1 WASHINGTON 4 
ee : 


ARS, ROEBUCK & co. » SINCLAI CORP RATION » SQUIBB & SONS * TEXAS COM 
MKEN ROLLER BEARING CO. + TWENTIETH CENTURY-FOX FILM CORP. * TYER RUBBER CO. 


St A +} ‘te a At A Sih &! 


Trusts AND EstTATEs 





A Current Trust Portfolio 


OILS AND CHEMICALS AMONG FAVORITES 


JOSEPH C. BICKFORD 


Assistant Vice President, Bankers Trust Company, New York 


OOKING BACK OVER 1953, THE 
| Por nd once more has been able 
to boast of full employment, high levels 
of capital expenditures, income con- 
sumer purchases, and savings. Overall 
business profits advanced from the last 
half of 1952 and were better than in 
the first six months of 1952. In part, 
this doubtless reflected a carry-over into 
1953 of business which work stoppages 
limited a year ago. Nevertheless, few 
doubt that the full year will report 
profits exceeded only in 1950 when in- 
ventory profits were a big factor. 


There have been soft spots, but they 
have been offset by gains of others, 
There have been recessions within the 
boom; some manufactured goods moved 
into consumption only at narrowing 
profit margins, or not at all. The coal 
and textile industries had a tough time, 
also farm machinery. and some metals. 
We are conscious of mounting inven- 
tories of automobiles and of the oil in- 
ventory situation which forced lowered 
refinery operations and cut-backs in pro- 
duction allowables even before the 
promised return of Iranian supplies. 


Some offsets to a possible decline in 
corporate capital expenditures will come 
from increased public works, roads, 
schools and hospitals. The stimulus of 
the defense program has passed its peak 
but promises to continue an important 
supporting factor. Our Federal admini- 
stration is working toward a balanced 
budget but this is going to come through 
reduction of expenses and lightening of 
the tax load. Elimination of the excess 
profits taxes in some cases will cushion 
the decline in profits. Lowering of per- 
sonal income taxes will return to pri- 
vate hands a very large aggregate sum 
which both directly and psychologically 
could stimulate consumer buying. 


Employment and payrolls continue 
high and less susceptible to contraction 
than in previous periods of gloom. 
Social security, pensions, disability pay- 


From address before Western Regional Trust 
Conference, San Diego, October 30, 1953. 


NoveMBER 1953 


ments, increased insurance voverage, all 
provide higher and more regular funds 
to buy and save. Most debt is due in 
installments, much of it spread over a 
very long period. Insofar as housing is 
concerned, the big mortgage maturity 
when no one is willing to lend has been 
replaced by monthly payments repre- 
senting little more than a fair rent. In 
spite of the high level of consumer 
credit, in some cases because of it, 
liquid savings aggregate record amounts. 
We have the means to maintain a very 
high level economy and a Government 
we are confident will do everything 
within its power to prevent a severe re- 
cession. The most reasonable investment 
assumption is that business may decline 
somewhat but it will not collapse. 


Interest Rates 


My associate Roy Reierson’s recent 
paper on interest rates states the funda- 
mentals of our position. The really bad 
credit squeeze and bond market de- 
clines last year resulted from exagger- 
ated fears and pressures not likely to 
be repeated. Corporate and individual 
borrowings have passed their probable 
peak for a time, inflationary factors 
have eased, and an interest rate pattern 
established on a basis where the Federal 
Reserve and Treasury can operate in 
their respective spheres. The Federal 
has been actively supplying reserves as 
needed, both by reduction of reserve 
requirements and open market pur- 
chases. The Treasury is still actively in- 
terested in lengthening its debt maturi- 
ties and faced with more deficit financ- 
ing; nevertheless, its efforts to refund 
are likely to be temperate and restrained. 


We believe interest rates are on some- 
thing of a plateau. We are in the period 
of heavy seasonal demands on banks 
and there is a large volume of munici- 
pal and corporate financing. The new 
issue market, therefore, for a time is 
apt to offer some generous yields rela- 
tive to risk, reflecting occasional con- 
gestion rather than a further substantial 


permanent rise in interest rates. A flex- 
ible credit policy to meet needs of the 
economy and prevent stringency is a 
logical expectation. 


Investment Philosophy 


Our investment philosophy is that the 
best units of American business will 
continue to be profitable, — that the 
economy will grow very substantially 
over the years, subject to setbacks of 
varying depth and duration. Some en- 
tire industries will advance, others will 
decline in importance or disappear. 


The prudent caretaker of other 
people’s money in most instances can 
best discharge his responsibilities 
through including in his accounts sub- 
stantial proportions of common stocks. 
Over a period of time favorable results 
will be obtained from investing money 
when received rather than attempting 
too definitive timing, or trading opera- 
tions. If there is a regular flow of money 
into the account, “dollar-cost-averaging” 
through regular purchases limits the 
risks of poor timing. 


A fiduciary’s primary responsibility 
should be informed selection of sound 
values. He will look for industries most 
favorably situated from the viewpoints 
of the character of regulation, (or lack 
of it,) demand for products and ability 
to supply them at suitable prices. Then 
select the best companies in these in- 
dustries, with able managements, good 
products, excellent research facilities, a 
sound program for developing their full 
potentials. There is no secret about how 
these are chosen. It is by constant striv- 
ing to know the companies better, to 
keep in frequent touch with manage- 
ment, know them and their probable 
successors well, to understand their 
competitive positions. 


How to Invest Today 


I have tried to brief an investing pol- 
icy which minimizes the question of 
timing but you will ask, and properly, 
“today is a time, and I have to make 
a decision as to what to sell and what 
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IBM INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


590 Madison Ave., New York 22 


TRADE MARK 


The 155th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1. per share, 
payable December 10, 1953, to stockholders of 
record at the close of business on November 
17, 1953. Transfer books will not be closed. 
Checks prepared on IBM Electric Punched 
Card Accounting Mecbians will be mailed. 

ILLIAMS, Vice Pres. & Treasurer 
October 27, 1953 





IBM INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


TRADE MARK 500 Madison Ave., New York 22 


The Board of Directors of this Corporation has 
this day declared a stock dividend at the rate 
of two and one-half shares for oo 100 shares 
held, to be issued January 28, 1954, or as soon 
thereafter as practicable, to pon Fok of 
record at the close of business 7 ganuary 4, 
sous, ‘Tyaneter books will not be closed 

A. L. WILLIAMS, Vice Pres. & Treasurer 
October 27, 1953 





PREFERRED DIVIDEND 
A regular quarterly dividend of $1.07 per 
share on the cumulative Dawe stock, 


44% Series, and of $1.1875 per share on 
referred stock, 434% 
Series, of this Company has been de- 
clared, payable December 1, 1953, to 
stockholders of record at the close of busi- 
ness November 14, 1953 
COMMON DIVIDEND No. 70 
A quarterly cash dividend of 30¢ per share 
on the common stock of this Company, 
has been declared, 1 ante December 10, 
1953, to stockholders of record at the 
close of rie November 14, 1953. 
W. WHITNELL, 

eeneient 3, 1953 Secretary 


NATIONAL CYLINDER 
GAS COMPANY 


the cumulative 
























Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores. Incorporated,on 
October 20, 1953,declared the 
following quarterly dividends: 
60¢ per share on the $5.00 
par value Common Stock. 


$1.00 per share on the 4% 
Preferred Stock. 

$1.121/4, per share on the 
41% Convertible Pre- 
ferred Stock. 


Common Stock dividends are 
payable Dec. 16, 1953 tostock- 
holders of record Dec. 3, 1953. 
Dividends on the 4% Preferred 
Stock and 442% Convertible 
Preferred Stock are payable 
January 1,1954tostockholders 
of record Dec. 3, 1953. 


MILTON L. SELBY, Secretary 
October 20, 1953 
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to buy, or to do nothing.” There is no 
ready answer because so much depends 
on the particular account and the tax 
problems and personalities involved. 
Parenthetically, beware action solely be- 
cause of these last two factors! 


First of all, a do-nothing policy is 
seldom the correct one unless you are 
completely satisfied with the account as 
it stands. Perhaps desirable changes 
cannot be made, but you should try. 


If you have a new account come in, 
—all cash,—our advice is to draw up 
a long-term program and get started on 
it right away. Buy a third to one-half 
of your eventual stock position now and 
review periodically to determine as to 
the balance. Keep some buying reserve 
for a while, but do not postpone the 
remaining investment forever, waiting 
for that golden buying opportunity, the 
bottom of the market. The chances are 
against recognizing or taking action 
then. 


Next, what to sell? In general, we 
believe you should work continually to- 
ward upgrading quality by selling those 
which seem most vulnerable to increas- 
ingly competitive conditions—the in- 
dustries and companies losing ground 
on a short- and long-term basis—those 
which are merely “static.” Minimize 
cyclical risks now when we are certainly 
nearing the end of a long prolonged 
boom “plateau.” In our own case, un- 
less the company is exceptional, we have 
to have very compelling and special 
reasons to .hold equities of companies 
which do not provide goods and ser- 
vices for which the demand is increas- 
ing more rapidly than the over-all econ- 
omy. 


What to Buy? 


“cc 


Your third question is “what to buy.” 
It is a rare market that does not offer 
some sound values which sooner or later 
will be translated into continuing and 
increasing dividends 


The oils are the group to which we 
give the greatest emphasis. From the 
standpoint of quality companies it is 
excellent, only the chemical group 
approaches it in aggregate value, and 
there are some very good unlisted equi- 
ties. The stocks have been unpopular 
lately and their markets reflect concern 
as to inventories, possible crude and 
product price weakness, and the threat 
of a return of Iranian oil to the world 
markets. We believe the market appraisal 
is over-pessimistic and that these are 
short-term considerations in an indus- 





try which has much of what we want in 
investments. Good current earnings and 
dividends, great raw material wealth 
supporting a manufacturing and dis- 
tribution system which serves a grow- 
ing need for products of increasing 
versatility and value. It is soundly fi. 
nanced,—to an amazingly large extent 
from retained earnings, — offers ex- 
amples of superb management, sound 
research, exploration, development, and 
merchandising. 


Also on our hit parade are the chem- 
icals, second only to the oils from the 
standpoint of availability, offering a 
never-ending development of new and 
existing markets through superior re- 
search. Here a half-dozen companies 
stand out but there are others. In gen- 
eral, capitalizations are sound but the 
variations are greater, -— reflecting huge 
units and rapid growth requiring more 
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The following dividends have 
been declared on the Common 
Stock of Allied Chemical & 
Dye Corporation: 

Quarterly dividend No. 131 of 
Sixty Cents ($.60) per share. 
Special dividend of Sixty 
Cents ($.60) per share. 


Both dividends are payable 
December 10, 1953, to stock- 
holders of record at the close 
of business November 13, 1953. 


W. C. KING, Secretary 
October 27, 1953. 
















THE FLINTKOTE COMPANY 


wT Xo 
30 ROCKEFELLER fy a NEW YORK 20, 
PLAZA N.Y. 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable December 15, 1953, 
to stockholders of record at the 


close of business December 1, 1953. 

A regular quarterly dividend of 
$.50 per share has been declared on 
the Commcn Stock payable De- 


cember 10, 1953, to stockholders 
of record at the close of business 
November 25, 1953. A year-end 
dividend of $.50 per share has been 
declared on the Common Stock 
payable January 5, 1954, to stock- 
holders of record at the close of 
business November 25, 1953. 
CLIFTON W. GREGG, 
Vice-President and Treasurer 
November 4, 1953 
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financing in all its forms to bridge the 
gap between corporate needs and in- 
vestors’ appetites. You will need to be 
careful in your selections in this field, 
for though many will be important 
beneficiaries of excess profits tax relief, 
there has been some building of capacity 
for future needs, (just as in the oil in- 














American-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable December 1, 1953 to stock- 
holders of record at the close of business 
on November 20, 1953. 

A dividend of 25 cents per share and a 
special dividend of 25 cents per share on 
the Common Stock have been declared, 
payable December 15, 1953 to stock- 
holders of record at the close of business 
on November 20, 1953. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasurer 




















THE TEXAS COMPANY 
205th 


Consecutive Dividend 
and Extra Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
and an Extra dividend of forty 
cents (40¢) per share on the Capi- 
tal Stock of the Company have 
been declared this day, payable 
on December 10, 1953, to stock- 
holders of record at the close of 
business on November 6, 1953. 
The stock transfer books will re- 
main open. 








Rosert FIsHER 


October 20, 1953 Treasurer 














YALE & TOWNE 


DECLARES 
EXTRA DIVIDEND 









50¢ PER SHARE 


On Oct. 22, 1953, an 
extra dividend No. 
262 of fifty cents 
\.  (50¢) per share was 

\ declared by the 
Board of Directors 
out of past earnings, 
payable on Nov. 23, 
1953, to stockholders 
of record at the close 
of business Nov. 6, 
1953. 


F. DUNNING 


Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 
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dustry) and the market in some cases 
places a full valuation on near-term 
earnings prospects, 


We like the common stocks of public 
utilities and insurance companies, and 
tend to think of them as a package 
which offers better value for “prefer- 
ence” money than preferred stocks. 
There are a great many good utility 
stocks which combine the ability to pay 
present dividends under less favorable 
conditions, to grow with their communi- 
ties and provide an increasing return 
over a period. The regulatory atmos- 
phere is favorable or improving in 
some areas, and certain companies still 
have the ability to earn a generous re- 
turn if allowed. Investments in this in- 
dustry should be selected with a critical 
eye on the character of the communities 
served and the quality of regulation. 


Earnings of insurance companies fol- 
low reasonably predictable patterns re- 
flecting in large degree the rate mak- 
ing procedure based on previous experi- 
ence. For short periods underwriting 
results may be adversely affected by 
the whims of nature, by a major disas- 
ter such as Worcester, a disastrous fire 
or there may be long periods of adverse 
experience, such as until recently in 
automobile lines. There may be a na- 
tionwide competitive situation which, 
as in the past month or two, resulted in 
nationwide cuts in rates. For this rea- 
son, we prefer multiple line companies 
to those specializing in one or a few 
allied fields. Basically, however, the rate 
structure and supervision is designed to 
allow profitable operations. This does 
not guarantee profits to all but it does 
afford a comfortable margin of safety 
for the ably managed concern. 


I am sure you will find a broad list 
of equities which will attract you on 
both an industry and individual com- 
pany basis. If you subscribe to our in- 
vestment philosophy and have confi- 
dence in the world’s most dynamic 
economy, you will have participations 
in electronics, in instrumentation and 
controls, and in the wonder metals of 
today and tomorrow. You will own 
stocks of forward looking companies 
with the resources for the discovery, 
development, production and distribu- 
tion of the future. 





DOW-JONES AVERAGES 


Nov.2 Oct.1 Nov.3 

1953 1953 1952 
30 Industrials 276.72 265.68 270.23 
20 Railroads 97.02 94.24 100.59 
15 Utilities 51.39 49.63 50.03 
65 Stocks 105.61 101.85 104.82 


Union CarBIvE 


AND CARBON CORPORATION 





UCC} 

New York, October 29, 1953—the 
Board of Directors of Union Carbide 
and Carbon Corporation has today 
declared a quarterly dividend of 50¢ 
per share and a SPECIAL DIVI- 
DEND of 50¢ per share, total $1.00 
per share, on the outstanding capital 
stock of the Corporation, payable 
December 1, 1953 to stockholders of 
record November 9, 1953. The last 
dividend was 50¢ per share paid 
September 1, 1953. 

Payment of this dividend on 
December Ist will make a total of 
$2.50 per share paid in 1953, the 
same amount as was paid during 
1950, 1951, and 1952. 

KENNETH H. HANNAN 
Secretary and Treasurer 





















SOCONY—VACUUM 
OIL COMPANY 


INCORPORATED 


October 
27, 1953 


Dividend 
No. 171 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share and an extra divi- 
dend of 25¢ per share on the 
outstanding capital stock of this 
Company, both payable Decem- 
ber 10, 1953, to stockholders of 
record at the close of business 
November 6, 1953. 


W. D. BickHaM, Secretary 





Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 15 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 24 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able November 30, 1953, to 
stockholders of record Novem- 
ber 5, 1953. Checks will be 
mailed from the Company's 
office in Los Angeles, Novem- 
ber 30, 1953. 

P.C. HALE, Treasurer 


October 16, 1953 


; 
¢ 
¢ 
¢ 
¢ 
; 
¢ 
é 
¢ 
é 
¢ 
¢ 
¢ 
¢ 
¢ 
| 
¢ 
¢ 
( 
‘ 
¢ 
é 
¢ 
é 
¢ 
; 
é 
( 
¢ 
¢ 


SO SB BF BBB BSG FBS HBVSB PB BSVSBV SSBF VSS VS SVSISSTSSSTsTESV*ASASASSF 


A 





851 





DDRESSING THE FINAL DAY'S SESSION 
An the Fifth Annual Mutual Fund 
Sales Convention held on October 5th 
through 7th at the Hotel Statler in Bos- 
ton, sponsored by Jnvestment Dealer’s 
Digest, John M. Sheffey, Executive Sec- 
retary of the National Association of In- 
vestment Companies, told the 700 assem- 
bled dealers and sponsors that “since the 
recent slump in the stock market, the 
question most frequently asked is wheth- 
er heavy redemptions have forced port- 
folio liquidations, thus depressing the 
market. The answer, as in the past, is 


‘No.’ 2 


Pointing out that the redemption privi- 
lege was the “salient characteristic” of 
the mutual, Mr. Sheffey detailed a great 
amount of evidence to substantiate his 
thesis. He referred to a survey made by 
Bache and Co. of the experience of four 
of the largest funds during the mid-Aug- 
ust to mid-September stock market de- 
cline of 20 points in the Dow-Jones 
Industrial Averages. During that period 
investors bought $1114 million of these 
companies and redeemed only $31 mil- 
lion, Also cited were the comparatively 
favorable experiences in the market 
break of 1946 and the last week of June 
1950. Reference was also made to the 
S.E.C. Report to Congress covering the 
period from 1927 to 1936 in which “re- 
demptions exceed sales in only two quar- 
ters.” 


Using preliminary third quarter fig- 
ures for his Association’s regular survey 
of assets, sales and redemptions of its 
members, Mr. Sheffey emphasized that 
these latter indicated that “redemptions 
in the September 30 quarter were less 
than the June quarter of this year, which 
in turn were less than the first quarter 
redemptions. In other words, redemp- 
tions have tended to dry up in a declin- 
ing market.” 


It was also evident that the possible 
implications of mutuals’ redemptions 
had net gone unnoticed by the new 
S.E.C. Chairman, Ralph H. Demmler, 
who, in spite of the somewhat concilia- 
tory attitude of his talk on Wednesday 
afternoon, following that of Mr. Sheffey, 
pointed out that information in the Com- 
mission’s file indicated that redemptions 
had been 41.2% of sales in the second 
quarter of 1953, compared with 33.6% 
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MUTUALS REDEMPTION MINIMIZED 


Mutual Fund Conference Report — Henry Ansbacher Long 


in the first quarter and 21.9% in the 
final three months of 1952. The Commis- 
sioner cautioned that “it must be a cause 
of concern to any business if there are 
excessive returns of its merchandise. Re- 
demptions bear watching. Loss of con- 
fidence or even disapointments can do 
more to damage your business than all 
the penalties in the Commission’s book.” 


Statements such as this probably pro- 
vide as good an indication as any of 
what the attitude of the present new 
Commission will be toward the mutuals. 
In substance, Mr. Demmler said that if 
the Funds use self-restraint and keep 
their house in order, a more cooperative 
attitude can be expected from the Com- 
mission, but that care would be taken 
to see that provisions of the Investment 
Company Act were strictly enforced. Un- 
doubtedly mindful of the approximately 
one million new investors who since 1940 
have become mutual shareholders, the 
new administration has no intention of 
taking the blame for discarding the prac- 
tical safeguards that its predecessor had 
provided, particularly with a possible 
recession in the offing. 


Significantly, the new Commissioner 
alluded to several possible sources of 
abuse which his predecessor, Donald 
Cook, had mentioned at last year’s Mu- 
tual Conference. Reference was made to 
both reciprocal business and adequacy 
of information on quantity discounts, 
but where Mr. Cook had used the mailed 
fist, Mr. Demmler used the gloved hand. 
The new Commissioner made no men- 
tion of a study of the growing size of 
some of the companies, a subject into 
which Mr. Cook had plunged with great 
gusto the year previously. Mr. Demmler 
assured his audience of a more liberal 
attitude toward treatment of institutional 
advertising — which the former Com- 
mission had already had under consid- 
eration and the adoption of new regis- 
tration statements and _ prospectuses. 
Likewise regulations for registration of 
Canadian domiciled investment compa- 
nies are being actively considered. 


How much this comforted Herbert 
Anderson, President of Distributors 
Group, who keynoted the conference on 
the preceding Monday morning, might 
be open to question. Mr. Anderson tied 
his talk to two points. One was a plea 








to the Commission for “a ‘new look’ both 
at laws and, more particularly, at admin- 


istrative attitudes . . . in the public in- 
terest and for protection of investors.” 


The second point underscored by Mr. 
Anderson was closely tied in with the 
redemption question, but no speaker 
mentioned the interdependence of the 
one with the other. This is that the in- 
vestment company must be fitted to the 
investor’s needs. The salesman must be 
certain of the financial goals and the 
risks which a prospective investor can 
take and then make clear the best type 
of mutual for his needs. To explain a 
fund’s characteristics clearly is the deal- 
ers and his salesman’s responsibility. 
The “sale of a security” approach is not 
sound but solicitation must be made on 
the basis of financial planning. Thus, the 
distribution of mutuals will be built on 
a healthy foundation and not be depen- 
dent on constantly rising stock prices. 


Harold H. Wylie of J. M. Daine and 
Co., Minneapolis, endorsed Mr. Ander- 
son’s thesis on this point and suggested 
certain things the sponsor could do to be 
more helpful to accomplish this objec- 
tive. “Give us a better understanding of 
your investment policies. Take us beyond 
the scope of the prospectus . . . What are 
the basic objectives of your fund as be- 
tween income, capital growth and safety 
of principal. To what extent will a de- 
fensive position be taken .. .?” Mr. Wy- 
lie also wished to know something about 
the quality of issues and changes in in- 
vestment policy in the past. He suggested 
a special emissary of the fund who 
would speak for management in explain- 
ing policies 

Governor Christian A. Herter, as chief 
executive of the host state, extended a 
welcome to the delegates. He pointed 
out that 36 mutuals with assets of over 
$114 billion were located in Boston 
where the movement originated in 1924. 
It was natural that the idea should have 
started here because of the stimulus 
given to the profession of trusteed man- 
agement by the Prudent Man Rule. And, 
almost echoing the keynote speeches, the 
Governor concluded with the observa- 
tion that “. . . so long as these compa- 
nies are properly represented to invest- 
ors this industry . . . will continue its 


healthy development.” 
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In presenting the first morning’s con- 
cluding talk, Milton Fox-Martin, Man- 
ager of the Mutual Funds Department of 
Kidder, Peabody and Co., disclosed that 
results of a survey made by his firm 
indicated the typical fund owner had an 
income between five and ten thousand 
dollars and was between thirty and fifty 
years old; only thirty percent of those 
replying indicated that they were inter- 
ested in current income. The primary 
objective of this typical investor was to 
build a modest estate or to provide for 
some future capital need. 


In Monday’s afternoon session several 
financial writers interviewed a panel of 
mutual executives as to their policies and 
the impact of their business on the eco- 
nomic scene. Management felt that there 
were considerations other than direct 
defense orders or policies which should 
be primary determinants in the selection 
of individual issues. The timing aspect 
of making purchases was also explored. 
Although several Funds timed their buy- 
ing to rise and declines in the stock mar- 
kets as witnessed in the September- 
October sell-off, Edward C. Johnson, 
2nd, of Fidelity Fund would prefer to go 
gingerly and assess the outlook. Paul 
Johnston of Barron’s wondered why the 
funds did not explain the reasons for 
their major security transactions in com- 
munications to their stockholders and 
others. Management disapproval of the 
practice appeared unanimous. Morris M. 
Townsend of Axe Securities, Inc. said 
the end result was not justified and the 
fund might be charged with doing some- 
thing that it actually wasn’t. Charles F. 
Eaton, Jr. of Eaton and Howard, Inc. 
stated such publicity tended to lay undue 
emphasis on the security purchased, the 
implication being that it was the “best 
buy” and that this was dangerous and 
misleading. Hugh W. Long pointed out 
that the law prevented one from detail- 
ing the reasons for making particular 
sales at least, because this ran counter 
to the anti-manipulative provision of the 
1934 Securities Act. Nevertheless, it is 
interesting to observe that Incorporated 
Investors, in its recently published quar- 
terly report, explains at some length its 
two new portfolio acquisitions. 


Mr. Long also felt that the Funston 
Plan, sponsored by the New York Stock 
Exchange, would work to the advantage 
of the mutuals. Costs of about'6% were 
comparable to those of the mutuals, 
there was no diversification nor super- 
Vision and therefore the advertising that 
the Exchange might do, and would be 
legally permitted to do, would be of 
benefit. Queried as to why there was not 
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more general use of formula timing 
plans, Mr. Eaton pointed out their fun- 
damental weakness. There is no such 
thing as “one stock market.” Groups, 
and individual stocks also, move in di- 
verse directions. Industry studies and not 
“what the market is going to do” should 
be determinants in making investment 
decisions. 

At Tuesday afternoon’s management 
panel, a query as to possibility of “an- 
other ’29,” brought from D. George Sul- 
livan of Massachusetts Life Fund a reply 
in the negative, expressing a conviction 
that “the government will act,” that there 
were new underlying props in the econ- 


omy such as social security, pension 
plans, a more inflexible wage structure 
and defense expenditures. Arnold Bern- 
hard was more cautious in stating that 
it depended on the type of measures 
taken by the government, but at any rate 
he felt another ’29 highly improbable. 
S. L. Sholley of Keystone Custodian 
Funds mentioned that, while in °29 
credit collapsed, the banking structure 
was less rigid today and the Federal Re- 
serve could now loan on almost any 
assets which it wished to recognize. As 
to securities, by and large they were held 
outright at the present time. James H. 
Orr of Gas Industries Fund mentioned 
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FACE AMOUNT CERTIFICATE COMPANY 


Sovestors SYNDICATE of AMERICA, INC. 


A face amount certificate company issuing installment 
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certificates of 6, 10, 15 and 20 year ma 
single payment face amount certificates. 
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once more the “rolling” nature of the 
current decline. First it was the textiles 
and then the non-ferrous metals and 
some pharmaceuticals. 

Two managers maintained cautious 
appraisals on the effect of the lapse of 
the Excess Profits Tax. Edward P. Rubin 
of Selected American Shares warned 
against becoming too enthusiastic over 
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EATON & HOWARD | 
BALANCED FUND 


al 


ESTABLISHED 


Fund,Inc. **” 


its demise as renegotiation procedures 
would take some of the extra profits. 
Also, since taxes are not infrequently 
passed on to the ultimate consumer, price 
cutting may result in several indus- 
tries. In a similarly cautious vein Mr. 
Bernhard advised against expecting too 
much from the omission of this tax. It 
probably will not be reflected in in- 
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117 South 17th Street 
Philadelphia 3, Pa. 


8 So. Michigan Avenue 
Chicago 3, Illinois 


EATON & HOWARD 
STOCK FUND 


PROSPECTUSES OF THESE TWO INVESTMENT FUNDS MAY 
BE OBTAINED FROM YOUR INVESTMENT DEALER OR 


EATON & HOWARD 


INCORPORATED 
BOSTON 


24 Federal Street 
BOSTON 


Cleveland 
Chicago 
Los Angeles 
| San Francisco 








HUGH W. LONG AND COMPANY 


Incorporated 
Westminster at Parker, Elizabeth 3, New Jersey 


333 Montgomery Street 
SAN FRANCISCO 


Fundamental Investors, Inc. 
Diversified Common Stock Fund 
Diversified Growth Stock Fund 
Diversified Investment Fund 
Manhattan Bond Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 








creased incomes as shrinking volume 
will lower profit margins. 


A major feature of the Tuesday after- 
noon “investment workshops” was the 
forum on profit sharing plans, particul- 
arly excellent because of the precision 
with which it was arranged by Clayton 
Dubosque, profit sharing specialist for 
Vance Sanders. Various aspects of pre- 
senting profit sharing retirement trusts 
were explained by a team of specialists. 
Sartell Prentice, Jr., Northeastern repre- 
sentative of the Profit Sharing Council, 
explained how his organization could aid 
those desiring to set up a plan. An un- 
usually clear picture of the tax aspect 
of such trusts was outlined by Arthur F. 
Haussermann, Vance Sanders Counsel, 
while C. R. Ekholm of Ekholm Asso- 
ciates, Industrial Engineers in New 
Haven, explained how to present profit 
sharing arrangements to a union. Finally 
two fund salesmen, particularly success- 
ful in introducing the use of mutuals in 
conjunction with profit sharing retire- 
ment trusts, described some of their ex- 
periences at the actual point of contact. 
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Main Street Comes to 
Grand Central 


Inaugurating the most ambitious un- 
dertaking yet to be ventured in the re- 
tail distribution of mutual funds, Invest- 
ors Planning Corporation last month 
opened spacious headquarters on the 
ground floor of New York’s Lincoln 
Building almost directly opposite Grand 
Central Railroad Terminal. With the 
number of salesmen trained in the or- 
ganization’s financial planning course al- 
ready approaching the hundred mark, 
John Kalb, president of the firm and 
former partner of the New York Stock 
Exchange houses of Kalb, Voorhis and 
Adolph Lewisohn, proudly asserts that 
he aims at “the great mass market of 
Sweeneys, not the Stuyvesants.” Mr. 
Kalb’s chief partner is Walter Benedick, 
who for years was a trainer of mutual 
fund salesmen. 


While offering several funds on 4 
regular basis, arrangements have also 
been made to distribute Axe-Houghton 
Fund “B” through a contractual plan 
with a reducing term insurance feature 
available to the investor in the event that 
he dies and cannot himself complete his 
program as anticipated. The new firm 
has also undertaken the national distri- 
bution of General Investors Trust of 
Boston, originating a new type of cumu- 
lative purchase discount that should find 
a welcome acceptance by the smaller in- 
vestor. 
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and the characteristics and qualities of the investments 


Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
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No responsibility is assumed in so far as compliance with this Statement 
of Policy is concerned for the employment in whole or in part of this 
index by issuers, underwriters or dealers. Principal indices for October 
31, 1952 appear in the November 1952 issue and current income returns 
based on October 30, 1953 offering prices are available on request. 
These will soon be added to a revised short form index. 
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Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 


sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 
butions) divided by the 1939 base offering price. 


less all capital distri- 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies cut of income earned from dividends and interest on their portfolio 


Securities (excluding all capital distributions). 










COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 

CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other sources, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 






N—new revised seri djusted to Dec. 1939 base. +Ex-dividend current month. **Became Balanced Fund in 1945. 
t—plus rights. eiegtiernns ees d—Reflects adjustment for change in interim ***Not included in balanced or stock average. 
Principal index begins after 1939 base date. dividend policy. ***#*#Name changed from Russell Berg Fund. 
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Marital Deduction 


(Continued from page 814) 


lems of her assetless estate. Assume her 
husband’s will directed that, in default 
of exercise of her power of appointment, 
the marital trust is to fall into his resi- 
duary trust. May not we, as trustee of 
the only assets available to meet her 
tax and creditor obligations. be saddled 
with the unremunerated task of winding 
up her affairs? Even if an executor 
qualifies to represent her estate, we, as 
trustee, must inevitably inquire into and 
perhaps participate in the settlement of 
her death taxes to be sure we have con- 
tributed no more than our proper share 
and that such liability has, in fact, been 
satisfied. Who’s going to pay her law- 
yer? Out of what funds? 


Suggested Solutions 


Is there any good solution to these 
problems? 


Suppose the husbands’ will directs 
that the marital trust is to be paid to 
the widow’s estate. Would not that ob- 
viate the possibility of further trusts 
being imposed and assure her having 
an estate which would justify the ap- 
pointment of an executor or administra- 
tor? 
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Would that not permit the marital 
share to merge with her testamentary 
assets, so that she, by her will, could 
create whatever trusts she chose with 
perpetuities measured from her date of 
death and the jurisdiction of her domi- 
cile to control? 


Can the husband’s will give his wi- 
dow the general power to appoint out- 
right but not in further trust? That 
would solve the trustee’s problem and 
I do not see how it would disqualify 
the trust for the deduction. 


Certainly it would be possible for the 
husband’s will to include provisions 
which would permit his trustee to resign 
following the widow’s death and to be 
properly compensated. 


Another possible solution, which will 
depend upon the desires of the testator, 
would be to make the trust qualify by 
giving the widow an unlimited right of 
withdrawal during her lifetime but no 
power to appoint at her death. 


With situations of this kind in mind 
and without regard to the size of the 
testator’s estate, we have for some time 
been insisting t20n a provision which 
would assure us a full statutory trustee’s 
commission as if we were acting alone. 


Mr. William A. McRitchie, a vice 
president of the Guaranty Trust Co. of 
New York, is one of many students of 
the problem who believe that the only 
equitable remedy is to change the com- 
mission laws. He suggests that property 
subject to any general power of appoint- 
ment should be considered for commis- 
sion purposes as part of the probate 
estate of the donee, with these results: 

1. The trustee who had been acting 


would be entitled to his paying out 
commissions. 


2. The donee’s executor would com- 
mission the appointed property. 


3. If the donee appointed in further 
trust, that would be a new trust for 
commission purposes, and the trustee 
could decide whether it wished to 
qualify or to renounce. 


A Fallacy in Planning 


I believe that most estate planners 
are guilty of fallacious reasoning in 
considering whether their clients should 
use the maximum marital deduction. 
They are likely to make a series of 
computations which first determine how 
much tax will occur when the man dies 
and then they add the taxes payable 
when the wife subsequently dies and 
recommend the plan which results in 
the lowest tax cost for two transfers. 





The fallacy in that procedure is that 
it gives no weight to the most important 
advantage of the marital deduction. 
That is the advantage of postponing 
more than half of the husband’s tax 
until the widow dies. In most cases the 
advantage of postponement far out- 
weighs the tax saving to be achieved 
by dividing the property so that approx- 
imately half is taxed on the occasion of 
each death. 


Most men are primarily concerned 
with protecting the widow for the period 
of her survival. What others eventually 
receive is distinctly secondary. Post- 
poning most of the tax may mean the 
difference between keeping or losing a 
business. 


Most clients will say, “My wife and 
I are approximately the same age.” 
Accordingly, they, and too often their 
advisers, make the mistake of assuming 
that they will die at approximately the 
same time. 


The Hanover approaches the problem 
this way. We believe the will a client 
signs today should best meet the situa- 
tion if he were to die tomorrow. It 
should be a reasonably good will assum- 
ing he dies within the next five years. 
After that time, another plan and an- 
other will may be better. 


The proper assumption in drawing 
today’s will is that the client will die 
tomorrow and that his widow will live 
her full expectancy. Therefore, we 
should not be concerned with the ques- 
tion, “How much older are you than 
your wife?” Instead, the significant 
question is, “How old is your wife?” 


The fact that using the maximum de- 
duction may eventually cost more may 
be trivial when contrasted with the in- 
creased income made possible by post- 
ponement of taxes. And don’t forget 
what I like to refer to as “The Widow's 
Option.” Whv assume the widow is 
going to keep all the money until she 
dies? 

When I find a person inclined to 
minimize the advantage of postpone- 
ment, I ask him one simple question, 
“How about income taxes?” Remember 
—they could be paid in a lump sum or 
in quarterly installments. That postpone- 
ment was only a few months. How many 
of your clients chose not to take ad- 
vantage of it? 


If the precautions outlined herein are 
observed by attorneys in drawing wills 
for their clients, my trust officer friends 
will be well repaid for the experience 
and advice which they have contributed. 
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Western Conference 
(Continued from page 810) 








applause, retired Rear Admiral Leslie 
E. Gehres portrayed a realistic foreign 
policy as the most important factor in 
the life of the nation. affecting, more 
than any other matter, the future wel- 
fare as well as security of every indi- 
vidual. His expert and incisive analysis, 
based on a lifetime of military and gov- 
ernment service in key posts for observ- 
ation of international relations, is re- 
ported in the following pages. 













Probate Judge’s View of Trust 
Companies 






Granting that his observations may 
not be accurate but nonetheless repre- 
sentative of an outsider’s view of trus- 
tees, Hon. L. N. Turrentine, Presiding 
Judge of the Superior Court for the 
County of San Diego, declared that one 
defect in corporate fiduciaries’ public 
relations is the unwillingness to accept 
small trusts and guardianships 
$2,000 or less. In Judge Turrentine’s 
opinion, losses on these could be made 
up from the larger accounts and charged 
to advertising and good will. Through 
rotation among the various banks, only 
two or three such accounts would go to 
any one institution. and would induce 
recognition of “public spiritedness.” 

















Citing a case several years ago where- 
in a $10,000 account was invested in 
U. S. bearer bonds, the Judge recalled 
that the trustee sought a full termination 
fee even though all that was involved 
was handing the securities to the bene- 
ficiary. Putting all funds in Govern- 
ments is not management, according to 
the speaker. Since the new fee basis has 
been instituted, there has been no dis- 
pute, the Judge said. This fee is 34 of 
1“ of principal annually, or 15% of 
income whichever is lower. 

Another case highlighted by Judge 
Turrentine involved a huge ranch which 
was to be distributed in third shares 
at ten-year intervals. Inasmuch as the 
beneficiaries did not wish the ranch 
broken up, the court permitted an 
amendment of the trust indenture to 
allow the trustee to retain the property. 
On the 1952 annual accounting, the 
bank showed that the ranch had doubled 
in value to $2,500,000, and had paid 
$20,000 to each beneficiary after in- 
come taxes; the court awarded a $25,- 
000 fee in recognition of capable man- 
agement and operation. 
























Sentiment was the keynote of another 
situation brought to mind by Judge Tur- 
rentine. Here an elderly couple were 
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O’Meara, Joseph T. Keckeisen, L. N. Tur- 
rentine. 


beneficiaries with stock of their former 
employer as the only significant asset. 
In authorizing the trustee to retain the 
stock, the court had commented that 
fluctuation in value was far less im- 
portant than regularity of income be- 
cause of the age of the beneficiaries. 
Moreover, their confidence in the com- 
pany was a factor to be considered. 


The common trust fund is the only 
means by which a trustee can afford to 
invest small trusts and obtain a fair 
yield with a diversified portfolio, the 
jurist remarked. A comparison of the 
performance of three leading invest- 
ment trusts and the common fund of 
a local bank revealed the latter’s able 
management at reduced cost. The ser- 
vice made possible by the common 
trust fund seems to be of real benefit 
to the customer, Judge Turrentine de- 
clared. 
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An attempt is being made in Cali- 
fornia to obtain uniform statutory re- 
quirements for all fiduciary accounts, 
with emphasis on simplicity: what was 
received, what paid out and what is left. 


In concluding, Judge Turrentine 
stated that he is often asked what is the 
smallest trust account which a bank will 
accept. He suggested it would be help- 
ful in finding an answer te get the facts 
from trustmen. 


Commercial-Trust Relations 


A generally favorable relationship ex- 
ists between the trust and commercial 
officers of banks throughout the country, 
Graydon Hoffman, vice president and 
manager of Bank of America N.T. & 
S.A., San Diego, told the Conference. 
Senior executive officers in nearly all 
states had been polled in a sampling 
“sufficiently broad geographically, and 
as to type and size of institution, to pro- 
vide results which may fairly be con- 
sidered representative of banking opin- 
ion around the country.” The keen in- 
terest of management in the trust de- 
partment produced replies which in 
most cases ran to two or more pages. 


With frequent anonymous quotations 
from replies, reported more extensively 
elsewhere in this issue, Mr. Hoffman 
summarized results of the survey as 
showing that in the main the relation 
between commercial and trust officers 
was good. “The trust business has come 
of age,” the speaker said, and in the 
overwhelming majority of banks trust 





















services are “just as normal and natur- 
al, and as necessary, as accepting de- 
posits or lending money.” 


Cost Accounting Makes Money 


A cost accounting system in a trust 
department will save the department 
many times its expense, because once 
the system is established earnings are 
bound to be increased, Joseph T. Keck- 
eisen, vice president and secretary of 
The First National Bank of Chicago, 
told the Conference. Two-thirds of the 
trust companies in the United States 
have paid no more than lip service to 
cost accounting, he estimated, with most 
of them knowing only the amounts of 
total fees and total expense. Even in 
the states where trust companies are 
subject to statutory rates, however, they 
apply only to court and testamentary 
trusts. Successful efforts toward revision 
of these rates depend almost entirely 
on an adequate cost svstem, and mean- 
while in living trusts, agencies, escrows, 
and other types of business, fees are 
a matter of contract with the customer. 


In regard to meeting competition, Mr. 
Keckeisen said that a trust company 
should consider its own customers as its 
best prospects, and that these will stay 
if given good service at a fair price. “If 
costs show that you lose money on an 
account even after consideration of col- 
lateral benefits, why take that type of 
business?” he asked. With a proper cost 
system, one can compare notes with a 
competitor, and find improvements in 
method or induce the competitor to 
figure his costs. 


A cost system is not expensive in any 
case, the speaker stated, citing the ex- 
perience of his own trust department. 
While it renders almost every type of 
trust service, manages personal trust 
property valued in excess of $3 billion, 
and also has a large corporate trust 
division, the cost accounting procedure 
takes the full uninterrupted time of only 
one man. 


The principal benefits to be derived 
from a cost system, Mr. Keckeisen said, 
are: 1) Knowing the cost of the entire 
operation; 2) Knowing the cost of each 
unit of administration and operation; 
3) Establishing the overall cost and net 
earnings of each administrative divi- 
sion; 4) Establishing a unit cost on all 
activities, thus providing a yardstick to 
measure the cost of a single trust ac- 
count; and 5) Establishing as a by- 
product a means of guaging future per- 
sonnel requirements. 


Approximately 85% of his trust de- 
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PANEL AT WESTERN TRUST CONFERENCE 


Seated (1. to r.): Laurence Tharp, Anglo California National Bank, San Francisco; H. M. 

Bardt, Bank of America N.T.&S.A., San Francisco, moderator ; Eldridge H. Booth, Title 

Insurance and Trust Co., Los Angeles. Standing: Reno P. Ransom, Seattle-First National 
Bank; W. H. Loos, First Security Bank of Utah,, N.A., Ogden. 


partment’s total cost is direct expense, 
the speaker explained, adding that accur- 
acy in allocating the remaining 15% of 
indirect expense depends on fairness 
and clear thinking rather than technical 
knowledge. In regard to telephones, for 
example, the total cost is divided by the 
number of employes with ’phones and 
the department is then charged a rate 
per employee. Where the problem of 


‘re-allocation is more difficult, an item 


count or a time study may be used. 
Under this type of procedure 100% of 
trust department costs can be allocated 
with 90% to 95% accuracy. A more 
elaborate system would change the end 
result by only a few percentage points 
and would not be worth the added 
expense, in Mr. Keckeisen’s opinion. 


While information about the cost 
system, fees and earnings, was kept 
very confidential fifteen years ago, to- 
day all the officers are completely in- 
formed regarding the department’s an- 
nual report and the method of alloca- 
ting costs, Mr. Keckeisen observed. 
This confidence by administrative offi- 
cers has gained the needed support for 
a realistic approach to cost and fee 
problems and the establishment of im- 
mediately effective new fee schedules. 
Inequities to customers have been cor- 
rected and the earnings position of the 
department is better than ever before. 


“A reasonably sound cost system in 
which all of your people can have confi- 
dence,” Mr. Keckeisen assured the dele- 
gates, “is worth more in results than 
the finest system devised without the 
support of those on the firing line.” 


Outlook for Trust Investments 


The trustee must be particularly cau- 
tious in his investment decisions be- 
cause results are always subject to re- 
view by those having the advantage of 
hindsight. It therefcre is helpful to at- 
tempt to forecast, so far as reasonably 
possible, forces which influence the eco- 
nomic environment of the investment 
media under consideration, said Dr. 
Kenneth L. Trefftzs. head of the Depart- 
ment of Finance, University of Southern 
California, Los Angeles. 


Dr. Trefftzs recognized that a long- 
term analysis should serve only as a 
frame of reference to shorter-term ac- 
tion and then proceeded to a reasoned 
consideration of the forces affecting in- 
terest rates, corporate earnings and div- 
idends and the potential level of 1960 
stock prices projected upon various 
stock-bond yield ratios. Assuming the 
1960 level of corporate earnings be- 
fore taxes at the 1953 rate of close to 
$45 billion, but with a 40% corporate 
tax, net after taxes would be around 
$27 billion or about 50% above 1952. 
This figure would represent about $36 
net earned upon the Dow-Jones indus- 
trial averages, based upon past ratios. 
In the event of a decline of 1949 scope, 
dividends might still exceed 1952 pay- 
ments, or roughly $15 on the D-J 
against estimated earnings of $23 bil- 
lion. If recent rather conservative divi- 
dend payout rates were raised to 65% 
and 1960 earnings after taxes reached 
$27 billion, the dividends of some $17 
billion would be almost twice the aver- 
age for the last four years. Dr. Trefftzs’ 
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calculations were for the determination 
of reasonable limits of market fluctua- 
lion and his conclusion is that the out- 
look for future corporate earnings and 
stock prices is good. 


Based upon a painstaking considera- 
ion of the demand for and the source 
of available capital funds in the next 
ix years, together with Governmental 
ybjectives and probable fiscal policy, 
Dr. Trefftzs concluded that basic forces 
would tend to lower rather than to in- 
yease interest rates. He likewise ex- 
jressed assurance that the Government 
144% bonds issued early in 1953 
parked the high point in Government 
fields and that money rate bonds would 
jot exceed their maximum 1953 yields 
n the same period. 


An investment philosophy for pru- 
lent trustees should in most instances 
nclude a substantial participation in 
common stocks of the best units of 
{American business. Nor should the care- 
taker of another’s money assume an im- 
pending serious recession in all branches 
of business and therefore adopt a “do- 
nothing policy,” according to Joseph 
C. Bickford, assistant vice president of 
the Bankers Trust Co., New York City. 
For a new trust account presently re- 
eived in cash, one-third to one-half of 
he eventual common stock position 
should be placed now and the balance 
reserved for later commitment but 
“without waiting for the bottom of the 
market.” In general, Mr. Bickford be- 
lieves that current . market prices of 
stocks have deteriorated more than has 
business, and that they therefore merit 
investment use, subject to careful selec- 
tion and continual upgrading. His re- 
marks are excerpted in this issue. 


Although real estate has some draw- 
backs as a flexible and liquid trust es- 
late commitment, there are many in- 
stances in which it can serve as a safe 
income producer, often with better 
tields than would be available from in- 
‘estment in comparable securities. Spe- 
‘ific instances were cited by Clarence 
M. Turley of St. Louis, past president 
f the American Institute of Real Estate 
Appraisers, who also warned of the 
prevailing lay opinion that trust officials 
were too hasty in disposing of even in- 
come-producing real estate parcels com- 
ing into their hands. Where investiga- 
ion indicates safety of principal and 
Income, retention is usually desirable, 
even if experienced outside manage- 
ment may be needed to continue the 
property as a sound investment medium. 
Mr. Turley’s address is presented herein. 
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Discretionary Trusts, 
Business Interests and Profitability 


At the final session, Don H. McLucas, 
vice president of The Northern Trust 
Co., Chicago, reviewed the tax and 
other advantages of trusts with discre- 
tionary powers to distribute income 
and principal. A substantial portion of 
this paper is published in this issue. 


The closing feature of the Conference 
was a panel discussion presided over 
by Harry M. Bardt, vice president and 
senior trust officer of Bank of America 


N. T. & S. A. at San Francisco. Partici- 





pants were: Eldridge H. Booth, vice 
president and trust officer, Title Insur- 
ance and Trust Co., Los Angeles; W. H. 
Loos, vice president, First Security 
Bank of Utah N. A., Ogden; Reno P. 
Ransom, vice president and trust officer, 
Seattle-First National Bank; and Lau- 
rence Tharp, vice president and man- 
ager Trust Department, Anglo Califor- 
nia National Bank, San Francisco, A 
summary of their comments on the two 
principal subjects covered follows: 


Acceptance and Management of 
Business Interests 


Mr. Tharp — Contracting and person- 
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al service businesses are not generally 
appropriate for trust management. But 
any promising business should be ac- 


cepted. 


Mr. Booth — That is, if it promises 
better results than liquidation. 


Mr. Loos — Farming is a hazardous 
type of interest unless experienced man- 
agement is available — on the farm or 
in the bank. 


Mr. Ransom — Size is not the criter- 
ion; good return to the trust is the 
important point. 


Mr. Booth — With a close corpora- 
tion, a vital question is will the trustee 
retain control after taxes have been sat- 
isfied? Provision for successor manage- 
ment is essential to effective estate plan- 
ning. Proper discretion should be grant- 
ed in the instrument and adequate 
working capital assured. 


Mr. Loos — In proprietorships, perti- 
nent questions are the effect of the tax 
appraisal, calibre of successor, liabilities 
incurred. The financial advantages of 
incorporation must be weighed against 
the double taxation handicap. 


Mr. Booth — The trustee must be 
given leeway in making income and 
principal payments to beneficiaries. 
Where “all the income” is payable to 
the life tenant, incorporation poses 
problem of depreciation reserve and 
capital increase which would deprive 
beneficiary of part of income. 


Mr. Ransom — Bank officers, com- 
mercial as well as trust. should be placed 
on the directorate. not necessarily in 


proportion to interest owned, in order 
to keep experienced men familiar with 
the business. The emphasis should be on 
skill; the fiduciary aspects can be 
learned. Ordinarily, one representative 
of the trustee on the board is adequate. 


Mr. Tharp — Our bank does not as 
a rule place a director on the board. 
(A show of hands indicated that almost 
all institutions represented follow the 
practice of naming a director, particu- 
larly where the interest owned is sub- 
stantial and invariably where there is 
control. 


Mr. Loos — The need for a loan (as 
in the estate) presents the question of 
conflict of interests if made by the trus- 
tee bank. 


Mr. Ransom — Requirement of pe- 
riodic valuation is satisfactory if kept 
up to date. If a percentage valuation is 
used, an alternative basis should also be 
insisted upon. 


Profitability 


A hand vote indicated that most insti- 
tutions accept business at cut rates but 
few receive credit from the banking 
department for the difference. 


Mr. Ransom — The traffic will not 
bear much higher fees. It will be neces- 
sary to find new methods of determin- 
ing compensation or special charges for 
special services. Much can be accom- 
plished at policy and promotional level, 
in selectivity, in ascertaining the facts 
before acceptance. Mechanical and op- 
erating improvements should be ex- 
plored. A less altruistic attitude, even 
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toward “good bank customers,” would 
prove beneficial. Pressure from the 
banking department must be discour- 
aged, with explanation. 


Mr. Tharp — It is not the rate of 
compensation that matters but the diffi- 
culties in administration. 


Mr. Booth — Through the common 
trust fund, smaller accounts can now be 
handled at a profit. (Mr. James com- 
mented that the average size of account 
in his bank’s common trust fund is 
$26,000; he is certain of economies.) 


Mr. Bardt — A fee of 1% or 34 of 1% 
is inadequate for certain types of ac- 
counts. The explanation lies in that the 
structure of the fee schedule is wrong, 
being based only on volume of assets. 
Bank of America has endeavored to put 
fees on a “cost-plus” basis, as a pro- 
fessional or personal service. 


Mr. Booth — An estate analysis de- 
partment pays — both the bank and 
the customer. The bank is in a position 
to emphasize the business and invest- 
ment aspects, whereas attorneys and ac- 
countants are likely to stress tax phases. 

. Using a percentage of the trust de- 
partment’s income is not a logical basis 
for determining the amount to be spent 
for new business development. However, 
in order to obtain recognition from the 
bank for adequate advertising, such in- 
come does provide an index. Most of 
the banks surveyed spend an average 
of a little over 1%, some as-high as 
214%, for advertising. 

Mr. Tharp — Considering the cost of 
acquisition and administration, private 
trusts, agencies and pension trusts are 
the most profitable type of business. 

Mr. Booth — Corporate trusts pro- 
vide the largest net; selected personal 
trusts also do well. 

Mr. Loos — While corporate trusts 
furnish the greatest net, that business 
has been slow recently; estates are the 
best. 

Mr. Ransom — Personal trusts, espe- 
cially living trusts, are the best. 

Mr. Bardt — Employees trusts are the 
best. 

% * * 

The Del Coronado, with its modern- 
ized old-style comforts, swimming pool, 
beach and nearby golf course—and even 
accessibility to Mexican sports — pro- 
vided a congenial setting, abetted by 
balmy weather and the informal open- 
house sessions. 


The 1954 Conference is scheduled for 
August 26-27 at the new Statler in Los 
Angeles. 
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N.Y. TRUST DIVISION ACCENTS SERVICE-PROFIT AIMS 


ONTINUING EFFORTS BY THE MEM- 

bers of the New York State Bank- 
ers Association Trust Division to ex- 
pand the scope of trustee functions on 
a profitable basis were evidenced at the 
Seventh Annual Conference held in 
Syracuse on October 16th. More than 
200 trust officials attended the one day 
program at the Hotel Syracuse, pre- 
ceded on Thursday by a dinner and 
social evening. 


Recognition from supervisory author- 
ities of the need for profitable trust 
operations was voiced by Fred W. 
Piderit, Jr., senior trust examiner of 
the Federal Reserve Bank of New York, 
who asserted that neither the commer- 
cial banker or trustman should passive- 
ly accept a condition of loss or sub- 
standard return from this department. 
Trust business can and shuuld produce 
reasonable profits, said M:. Piderit, in 
spite of the disproportionate increase 
in costs as compared with commissions 
over the last twenty years. Means to 
combat this unhappy state include new 
fee schedules, renegotiation of present 
sub-standard business on the books and 
careful scrutiny of costs. Mr. Piderit 
distributed the new Federal Reserve 
survey form which trust institutions in 
the Second District will be asked to fill 
out covering 1953 operations. It is ex- 
pected that compilation of costs and 
receipts of comparable operations will 
permit establishment of norms which 
will serve as guides for management and 
assist in improved profitability. These 
forms are designed on the lines of the 
surveys conducted by the Federal Re- 
serve Bank of Boston which have proven 
their worth since 1947. 


Year’s Highlights 


The program was opened by retir- 
ing chairman of the division, William 
T. Haynes, vice president of the Marine 
Trust Co. of Western New York, 
Buffalo, who outlined the year’s high- 
lights. After remarks from State Bank- 
ers Association president Stanley A. 
Neilson, president of the Bank of Gow- 
anda, who reiterated the Association’s 
convictions on the necessity for a sound 
currency, Robert A. Jones, vice presi- 
dent of the Guaranty Trust Co. of New 
York, reported upon the meetings held 
throughout the State by local trustmen 
with area legislators and surrogates, 
which attracted a total attendance of 
over 400. 
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ROBERT A. JONES CHARLES E. TREMAN, JR. 


New Chairman and Vice Chairman of 
New York State Trust Division. 


Charles W. Buek, vice president of 
the United States Trust Co., New York 
City, stated for the Trust Business De- 
velopment Committee that the first draft 
of the proposed bill for formation of a 
mutual investment company to manage 
trust accounts for smaller institutions 
has been prepared and that, subject to 
approval by all parties, it will be ready 
for submission to the next legislative 
session. This is planned to be a legal 
fund patterned along the lines of the 
Institutional Investors Mutual Fund, 
Inc., set up earlier this year by the New 
York State Mutual Savings Banks. By 
amendments to existing laws, shares in 
this fund would become legal for trus- 
tee investment by institutions, but it is 
presently deemed impossible to permit 
participation by individual trustees be- 
cause of additional expense and compli- 
cation. If enacted, this should prove an- 
other step in the democratization of 
trustee services, as the common trust 
fund has become. 


Increased fee schedules have been re- 
ceiving the attention of the Costs and 
Compensation Committee, reported 
George C. Barclay. vice president, City 
Bank Farmers Trust Co., New York 
City, and steps have been taken for 
possible action in 1954. Cost figures for 
30 institutions, with recommendations 
for rate increases, have been submitted 
to the Surrogates Association. Estimates 
of needed increases in executor fees in- 
dicate that about 42% for upstate and 
28% for New York City institutions 
might be in order, according to the 
State Banking Department. For trusts, 
however, these figures are reversed, 
with a suggested 21% for upstate and 
31% for New York City, with a 26% 
across-the-board general increase as an 
alternative. 


Other Committees Report 


Summaries of other committee re- 
ports follow: 


Common Trust Funds — Hollis B. 
Pease, assistant vice president, The Han- 
over Bank, New York City — No new 
legislation has been enacted this year. 
Two new discretionary funds have been 
started and one legal fund. The volume 
of assets under administration as of 
July 31 showed a growth from 1952’s 
$243 million to $277.5. There were at 
that date 5,245 discretionary trusts aver- 
aging $34,130 and totalling $179 mil- 
lion, while the 4,017 legal trusts aver- 
aged $24,513 and totalled $98 million. 


Trust Operations — William M. Con- 
nors, Trust Officer, The Manufacturers 
National Bank of Troy — Five subjects 
have been studied in the field of costs 
and simplification of procedures; in- 
cluding comparative shipping costs by 
insured first class mail vs. registered 
mail, also the projected Federal Reserve 
Bank survey to cover 1953 operations. 
A receipt form for safekeeping of un- 
probated wills has been approved by 
counsel and steps have been taken to 
adapt stock proxy forms for trustee use, 
also to simplify procedure in the case 
of missing papers covering security 
transfers, 


Trust and Estate Law — William H. 
Gambrell, vice president, The New York 
Trust Co. — Subsection 4 of Section 
131 of the Banking Law was amended 
to remove the prohibition against for- 
eign banks soliciting trust business in 
this state. 


Accounting Study Group — Edgar C. 
Geiger, trust officer. The Bank of New 
York — Reported further work upon 
simplification of trust income schedule 
reporting. 


Employees Benefit Funds — Esmond 
B. Gardner, vice presideni, Chase Na- 
tional Bank, New York City — Careful 
consideration of all factors in acting 
under the Jenkins-Keogh Bill, if enacted, 
is suggested. 


Veterans Accounting Study Group — 
Wilmot R. Craig, vice president, Lin- 
coln-Rochester Trust Co., Rochester — 
In acting as guardian, committee, or 
other fiduciary role for veterans, costs 
must be kept low as a public service and 
steps toward simplified annual account- 
ing procedure are therefore being 
studied. 


The problems of joint ownership of 
property were discussed in the closing 
speech of the morning session by Ray- 
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mond F, Allen, prominent Rochester 
attorney and former professor at Albany 
Law School. He traced the concept of 
joint ownership from medieval England 
into our laws and while it may, on 
occasion, serve a useful purpose, Mr. 
Allen concluded that it is often likely to 
complicate title and transfer. Its prin- 
cipal useful application, in Mr. Allen’s 
opinion, is in the immediate post-mor- 
tem period to make certain funds or 
moneys available without waiting for 
protracted legal technicalities. 


Investment Panel 


The post-luncheon feature was a panel 
discussion on trust investment policies 
and media, under the guidance of mod- 
erator Bascom H. Torrance, vice presi- 
dent, City Bank Farmers Trust Co., 
New York City, with the assistance of 
Richard M. Wilcox, trust officer, Guar- 
anty Trust Co. of New York, Robert C. 
Effinger, Irving Trust Co., New York 
City, F. Taylor Root, vice president, 
The Marine Trust Co. of Western New 
York, Buffalo, and J. Lawrence Kolb, 
first vice president, Elmira Bank and 
Trust Co. 


The two principal conclusions of the 
panel, in contrast to the session at the 
meeting two years previously, were sum- 
marized by Mr. Torrance in this man- 
ner: there is evident a more conserva- 
tive attitude toward the inclusion of 
common stocks in trust accounts, as 
expressed in greater selectivity in re- 
spect to management competence, and 
assurance of present dividend continua- 
tion even under reduced profit margins 


and business volume, and, in the fixed 
income market, a greater willingness to 
regard prevailing yields as attractive 
and not likely to be appreciably bettered 
in the near future. 


Among the highlights of the invest- 
ment discussion was the thought that a 
desirable current allocation for a new 
trust would be about 50% in bonds, 
10-15% in preferreds and in common 
stocks around 35-40%. Messrs Wilcox 
and Effinger tended to avoid preferreds, 
except as needed for income sweetening, 
and preferred raising bonds to 75% 
until the stock market indicated an- 
other buying opportunity to increase 
common stocks to around 50%. Oils, 
chemicals and _ utilities received top 
ratings and Mr. Wilcox observed that 
their Common Trust Fund was at this 
time about 21-23°¢ in utilities. Mr. 
Effinger advised selection on an indi- 
vidual basis rather than by groups, ob- 
serving that he felt more inclination to 
purchase common stocks now than at 
the end of 1951, because he sees some 
excellent values from the long-term view- 
point. 


The preferred stock sector was nota- 
bly lacking in advocates, being, as Mr. 
Effinger termed them, “neither fish nor 
fowl” and useful solely as a sweetener 
for income, if of high grade. Mr. Root 
evinced a preference for good bank 
stocks, which have a moderate growth 
factor through earnings retention. 


In appraising the investment status 
of trust accounts in respect to existing 
capital gains or losses, the panel con- 
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sensus was to consider the individual 
merits, with the sentiment that invest- 
ment decisions should not be unduly 
swayed by such considerations, except 
as worthwhile tax savings can be 
effected. In handling agency investment 
accounts, likewise, the outside means 
and the wishes of the client must have 
a part in investment decisions. 


Common stock ratios in pension fund 
accounts usually run 10-15%, lower than 
in discretionary personal accounts. 
While the range may be from none to 
as high as 40%, the average is usually 
somewhere around 25%, according to 


Mr. Wilcox. 


In today’s bond markets, the panel 
was favorably disposed in respect to 
prevailing corporate and Government 
yields and more willing to lengthen ma- 
turities. The spread between the two 
categories is less than usually prevails 
and Mr. Wilcox therefore favored new 
high-grade corporate offerings at frac- 
tionally better yields. The higher rates 
which many tax-exempts now carry also 
make switches from certain taxable 
bonds desirable, such as from Govern- 
ment G’s. 


The panel members alsu considered 
the question of how many directors 
should sit on the trust investment com- 
mittee and concluded that it depended 
largely upon the availability of quali- 
fied men, although the number should 
not be unwieldy. Mr. Kolb cited his 
bank’s custom of rotating each three 
months two of the non-bank directors 
upon the trust investment committee of 
nine members. Mr. Torrance mentioned 
that his institution has one committee 
composed entirely of directors, with two 
others composed of officers working 
under its direction. 


Officers elected for the coming year 
are: Chairman, Robert A. Jones, vice 
president, Guaranty Trust Co., New 
York City, and vice chairman, Charles 
E. Treman, Jr., vice president, Tomp- 
kins County Trust Co., Ithaca. 

& A A 


Fiduciaries Elect 
Missouri—Committee on Trust Service: 


Chairman—Ford R. Nelson, vice presi- 
dent, First National Bank, Kansas City 
Ohio — Trust Committee: 


Chairman—Robert Womsley, vice pres- 
ident, Winters National Bank & Trust 
Co., Toledo 


Oregon — Trust Powers Committee: 


Chairman—R. J. Toomey, asst. trust 
officer, Bank of California, N.A., Port- 
land. 
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Advertising 






Four football players are pictured 
“CARRYING THE BALL For YOU” in a 
current Fort Worth National Bank ad 
which develops the theme that “team- 
work gets better results” and salutes the 
city’s Business and Estate Council. 










“It’s a good policy to consult Your 
Life Underwriter” states a First National 
Bank of Atlanta ad. Its first paragraph 
stresses the family’s need, the second 
points up the life underwriter’s training 
and experience, and the third describes 
the estate planning team of specialists. 










“ME, MAKE A WILL? Wuy I’M STILL 
A YOUNG MAN!” In answer to this ex- 
pression of astonishment, accompanied 
by the “young man’s” photo, Hamilton 
National Bank of Chattanooga explains 
that young men often need wills more 
than many older men, because their 
children are young and the mother must 
stay at home to watch over them. They 
need financial protection. The absence 
of a will, when there are minor chil- 
dren, may lead to legal tangles and 
delay. 














The first used of 3-D advertising for 
banks which has come to our attention 
is an institutional ad from Fort Worth 
National Bank published in the Septem- 
ber Texas Bankers Record. The ad fea- 
tures Sue Harlan of the bank’s staff 
holding a poster that represents a com- 
munication from another bank requir- 
ing “Rush” service. The ad further in- 
vites the reader to make the bank “Your 
Bank in Fort Worth.” “Speed .. . Ac- 
curacy ... and a Friendly Desire to 
Serve Your Bank” are presented as the 
3-dimensional service at Fort Worth. 
For 3-D viewing special glasses are 
attached. 





















An afternoon TV program, directed 
entirely to women, is currently in use by 
First Trust & Deposit Co., Syracuse, 
N. Y. The Wednesday afternoon spot is 
devoted each week to a conversation-in- 
terview type of presentation. 












Booklets 





An illustrated brochure entitled “Does 
your will need replanning?” published 
by The Northern Trust Co., Chicago, 
discusses How a Will Becomes Obsolete, 
Planning Your Estate, What is a Trust 
Under Will, and the Benefits of Naming 
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ON THE PUBLICITY FRONT 


Illustration in Fort Worth National Bank ad 


“Carrying the Ball for You.” 


Specialists. The booklet assumes that 
the reader will turn to his attorney for 
guidance and tells him, “You will be 
of great help to your attorney in draw- 
ing or revising your will if you provide 
him with a realistic appraisal and in- 
ventory of all the property you own.” 
The attitude of friendly cooperation be- 
tween the estate owner, the attorney 
and the bank is conveyed in a subtle 
and skillful manner throughout the text 
with due respect to the importance of 
all three, and with the attorney brought 
into the picture at the start. In the sec- 
tion on trusts, examples are given of 
typical trusts under will (a) for a man 
with a wife and several children, using 
two trusts, (b) for the same family with 
only one trust, and (c) for a man and 
children only (with principal of trust 
payable to grandchildren). 


An 8-page leaflet (814” x 11”) at 
City Bank Farmers Trust Co., New 
York, Company THRIFT, SAVINGS, 
Stock Trust PLANS FOR EMPLOYEES, 
presents in chart form for 9 types of 


_employe Trust plans the eligibility re- 


quirements, method of administration 
and control, contributions, application 
and investment of funds, right of parti- 





cipants to withdraw contributions, and 
vesting provisions. 


Textual comment and photos of the 
bank’s equipment, officers and personnel 
are combined on adjacent pages to tell 
the story of fiduciary dependability and 
efficiency in a booklet on “Estate Admin- 
istration” published by Berks County 
Trust Co., Reading, Pa. The ideas and 
pictures combined are: financial re- 
sponsibility, with textual data and pic- 
ture of the bank’s: new quarters; expe- 
rience, with the trust investment com- 
mittee; economy and efficiency, with 
trust bookkeeping department; impar- 
tiality, with a customer-trust officer con- 
ference; close personal relationship, 
with an estate planning conference; ac- 
cessibility and confidence, with the 
board of directors. The booklet was sent 
out with an invitation to visit the new 
trust quarters. 


Forums 


The Women’s Finance Forum, a wo- 
men’s club in Chicago, started in 
October its 19th year of programs. This 
year there will be three phases: a) regu- 
lar meetings with speakers from various 
fields of industry; b) operation of the 
Investment Program in Workshop Meth- 
ods, wherein stocks are studied, bought 
and sold in a portfolio which has been 
operated for four years; c) 10 weekly 
sessions or Personal Money Manage- 
ment providing a basic understanding of 
all phases of finance. The Women’s Fi- 
nance Forum is reported in the Illinois 
Banker to be the first women’s organiza- 
tion with the sole purpose of enlighten- 
ing the members on financial matters, 
the first women’s organization to hold 
its meeting on the Trading Floor of the 
Chicago Stock Exchange, and the first to 
operate a women’s investment program. 


The Women’s Finance Forum con- 
ducted for the Princeton (N. J.) Bank & 
Trust Co. (T&E, Oct. *53, p. 712) by 
Miss Dorothy Williams gained an aver- 
age audience of over 500 for its four 
meetings and a total of 610 women at- 
tended one or more times, in a commun- 
ity of 12,000. Questions from the audi- 
ence were numerous and to the point. 
Part of the success of these meetings is 
no doubt due to the tea given beforehand 
for the presidents of the various com- 
munity and university groups of women. 
The invitation to the tea was given by 
telephone, with the opportunity to ex- 
plain what it was all about, and at the 
tea itself the bank’s forum program was 
explained and the cooperation of the 
groups represented was requested and 
secured, 
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CALIFORNIA 


Lesleigh F. Hancock promoted to trust 
officer; George L. McCloud, Jr., named 
asst. corporate trust officer and asst. 
secretary in the head office trust de- 


Los Angeles 
SECURITY-FIRST 
NATIONAL BANK 


partment. 


Charles Kassebaum elected asst. vice 
president and trust officer. 


Pasadena 
First TRusT & 
SAVINGS BANK 


Verle W. Leeper named asst. trust 
officer and asst. secretary. 


San Francisco 
AMERICAN 
Trust Co. 


San Francisco Henry Verdelin elected president suc- 
SAN FRANCISCO ceeding the late Parker S. Maddux, 
BANK who had been elevated to chairman of 

the board a short time ago. Verdelin 
has been vice president in charge of real estate of the Mutual 

Life Insurance Co. of New York, prior to which he was 

a vice president in the trust department of First National 

Bank in Minneapolis, until 1925. 


DELAWARE 
Wilmington Willard F. Heisler, formerly an asst. 
DELAWARE vice president, advanced to vice presi- 
TrustT Co. dent in charge of investments and 


financial adviser to the executive and 
trust committees. 


ILLINOIS 
Chicago Paul W. Goodrich elected president 
CHICAGO TITLE and chief executive officer, formerly 
& Trust Co. having been vice president and mana- 


ger of the company’s title division 
since 1947. Holman D. Pettibone, president for the past 22 





Rs . be 
HOLMAN D. PETTIBONE 
Chicago 


JOHN D. BINKLEY 
Chicago 


PAUL W. GOODRICH 
Chicago 


years, named chairman of the board; John D. Binkley, vice 
president, named manager of the title division. 


The new president began his career with the organization 
22 years ago as a preliminary examiner in the title division, 
upon graduation from Chicago Kent College of Law. He is 
chairman of American Title Association’s title insurance sec- 
tion. Pettibone joined the company as a college graduate in 
1911, and twenty years later became president. Under his 
direction the trust division has been aggressively developed. 
He also has been a key figure in campaigns for better housing 
and neighborhood redevelopment programs. 


MICHIGAN 


Detroit Rudolph E. Hofelich resigned as vice 
DETROIT president and head of the trust de- 
Trust Co. partment, to become counsel for the 


law firm of Moll, Desenberg, Purdy & 
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TRUST PERSONNEL CHANGES |: 


& 
Glover. Vice presidents Bert H. Wicking (personal trust) and 
Clarence M. Justice (tax) have retired, the latter’s position 
now being filled by A. B. Allwein, vice president. dlev 
C 
NEW JERSEY T 
Camden Joseph Halbeisen advanced to trust 
First CAMDEN officer; Garfield Burton to asst. trust 
NATL. BANK & officer. 
Jkle 
Trust Co. 
Montclair Michael Spinelli promoted to trust§ 
MONTCLAIR officer, and Herbert C. Lookup to asst. sebe 
Trust Co. vice president. Spinelli, with the com- Lt 


pany since 1923, is in the estates, N. 
trusts and income tax division, while Lookup is in the in-§ >pij, 





MICHAEL SPINELLI 
Montclair 


HERBEKT C, LOOKUP 
Montclair 


JOSEPH HALBEISEN 
Camden 


vestment section. The latter joined Montclair Trust in ’4 
with 15 years experience in the investment field; previously 
he had 10 years in the personal trust division of The Hanover 
Bank, New York. ’ 


NEW YoRK 

New York C. Wadsworth Farnum elected vice} ““ 

BANKERS president succeeding Francis A. Coch- 
Trust Co. rane in the bank’s Pension Divisio. — 
The latter retired after 31 years. CH 
New York Leo Denlea appointed asst. trust offi- 
City BANK cer at the Fifth Avenue branch. Lit 
FARMERS TRUST Co. BAN} 
name 
New York A. Frederick Keuthen elected vicef foctj, 
MANUFACTURERS president in charge of the corpor- | 
TRusT Co. ate trust department, succeeding Inc 
Frederick E. Lober who retired Octo- CHAN 
ber 30. Edward S. Travers in the same department appointed PIAN J 
vice president in charge of the stock transfer division; and ber f 
William G. Battenfeld made asst. trust officer in charge of PHAN 
operations of the corporate trust division. . 


Keuthen attended Fordham Law School and came to the§ hyjjqj 
bank in 1926. Travers joined the predecessor Chatham 
Phenix National Bank in 1927, and is president of the — 
Tenafly (N. J.) Public Library. Battenfeld came to the bank§°AN* 
in 1934. weg 
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EDWARD S. TRAVERS 
New York 


A. FREDERICK KEUTHAN 
Detroit : New York 
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Rocky Mount 
PEOPLES BANK 


NORTH CAROLINA 


Jklahoma City 
PENNSYLVANIA 


Jebanon 
LEBANON 
NATIONAL BANK 


*hiladelphia 
THE PENNSYLVANIA 
Co. FOR BANKING 

& TRUSTS 


and asst. cashier. 


ment officers. 


FIDELITY 
Trust Co. 








JOHN A. BYERLY 
Pittsburgh 





ALEXANDER P. REED 
Pittsburgh 


CHANGE OF NAME, MERGERS 
and NEW TRUST POWERS : 


Little Rock, Ark.—PEOPLES NATIONAL 
BANK received permission to change its 
name to the First NATIONAL BANK, ef- 
fective November 2. 


Indianapolis, Ind.—Merger of the MER- 
CHANTS NATIONAL BANK and the IN- 
DIANA TRUST Co., became effective Octo- 
ber first, under the new name of MER- 
CHANTS NATIONAL BANK & TRUST Co. 
The trust department continues to be 
located at the former Indiana Trust 
building. 


Scott City, Kans. — First NATIONAL 
BANK has been granted trust powers 
under the Federal Reserve Act, as of 
October 20. 


WANTED 


Trust Officer for First National 
Bank of Hollywood, Florida. 


} Will consider retired Trust Offi- 
} cer. Reply to bank. 


John A. Daughtridge became a trust 
officer, after resigning as assistant 


(See Galveston, Texas.) 


Henry J. Becker raised to trust officer 


George W. Hemphill promoted from 
trust investment officer to asst. vice 
president; and Edward F. Deiss and 
Henry H. Pease, Jr., to trust invest- 


Alexander P. Reed elected chairman 
of the board, and John A. Byerly suc- 
ceeds him as president. Philip K. Herr 
made vice president and trust officer 








in charge of the trust department, succeeding Mr. Byerly. 


Mr. Reed, also a former head of the trust department from 
1923 to 1945, practiced law before coming to Fidelity Trust 
in 1915. Byerly likewise conducted a general law practice 
before coming with the company in 1923. Herr, a graduate 


of U. of Pittsburgh School of Business Administration and 
Duquesne Law School, has been associated with Fidelity 


& Trust Co. clerk of the Nash County Superior 
Court in Nashville. 
OHIO 
Sleveland A. R. Horr, long-time vice president since 1924. 
CLEVELAND and member of the executive commit- 
Trust Co. tee, resigned October 1. He had been M hi 
on partial retirement since 1945. — 
First NATIONAL 
OKLAHOMA BANK 


Troy BEATTY, JR. 
Memphis 


Galveston 


NATIONAL BANK 





PHILIP K. HERR 


Pittsburgh corporate trusts. 





Baltimore, Md.—Merger of MERCAN- 
TILE TRUST Co. and the SAFE DEpPosIT & 
TRUST Co. became effective October 20 
under the name MERCANTILE-SAFE DE- 
POSIT & TRUST Co. 


Jackson, Miss.—Shareholders of DE- 
POSIT GUARANTY BANK & TRUST Co. and 
the COMMERCIAL BANK & Trust Co. 
voted to approve consolidation of the two 
banks, under the name of the former. 
This is subject to approval of directors 
and regulatory authorities. 

New Rochelle & White ‘Plains, N. Y. 
—Approval by a substantial majority 
vote of stockholders of both the PEOPLES 
NATIONAL BANK & TRusT Co. of White 
Plains, and the NEW ROCHELLE TRUST 
Co., resulted in the merger as of Novem- 
ber 2nd under the name of WESTCHESTER 
BANK & TRusT Co., with eight offices in 
White Plains, New Rochelle and Val- 
halla. Oliver W,, Birckhead is chairman 
of the board and’ Ralph T. Tyner, Jr., is 
president. The New Rochelle Trust re- 
cently celebrated its sixty-fifth anniver- 
sary, while Peoples National has served 
approximately thirty years. 


Binghamton, Cortland, Elmira & John- 
son City, N. Y.—Under the name of 





HUTCHINGS-SEALY 


TENNESSEE 


Troy Beatty, Jr., vice president and 
trust officer in charge of the trust de- 
partment, named senior trust officer; 
Ira C. Denton named vice president 
and trust officer; and Frank Nelson Lewis an asst. trust 








NORMAN JOHNSON 
Galveston 


IRA C. DENTON 
Memphis 


officer. Beatty came to the bank as its first trust officer in 
1926. A graduate of U. of the South at Sewanee, he holds an 
LL.B. degree from U. of Memphis Law School, and has served 
the past two years as section leader of the trust course at 
the School of Banking of the South at Louisiana State U. 


TEXAS 


Norman Johnson elected a trust offi- 
cer; Ernest Stavenhagen an asst. trust 
officer. Johnson was formerly senior 
asst. trust officer of First NATIONAL 


BANK & Trust Co., Oklahoma City, Oklahoma, in charge of 


MARINE MIDLAND TRUST Co. OF SOUTH- 
ERN NEW YORK, merger of the following 
four banks became effective on October 
31: MARINE MIDLAND TRUST Co. (Cort- 
land & Binghamton); ELMIRA BANK & 
Trust Co. (Elmira); and WoRKERS 
Trust Co. (Johnson City). 


Philadelphia, Pa.—Directors have ap- 
proved merger of NORTH PHILADELPHIA 
TRUST Co. with the GIRARD TRUST CORN 
EXCHANGE BANK. 


Philadelphia, Pa.—Directors of PHILA- 
DELPHIA NATIONAL BANK and the First 
NATIONAL BANK of Lansdale voted to 
merge the two banks under the name of 
the former, subject to necessary approval 
by shareholders and authorities. Irvin G. 
Lukens, president and trust officer of 























TRUST SECURITY ANALYST 


Trust Department of large and progres- 
sive bank in mid-western city seeks the 
services of an analyst with ability, educa- 
tion and personality, and with general 
trust investment analysis experience. Age 
35-45 preferred. If interested please send 
resume to: 

Box H-311-2, Trusts and Estates 

50 East 42nd St., New York 17 













the Lansdale bank, would retire but be 
retained temporarily on a special basis. 


Providence, R. I.—Consolidation of the 
PROVIDENCE UNION NATIONAL BANK and 
the INDUSTRIAL TRUST Co. has been ap- 
proved by the boards of directors. 


POIPOOOOODOOOOODOODDDOODOOODOOOOOS 


TRUST 
EMPLOYMENT EXCHANGE 





Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 


Employment Exchange and _ code 


number. 


Security analyst is sought by mid-west- 
ern trust department. See ad H-311-2 
on page 865. 


Young man with law training and 
four years trust department experience 
seeks Florida connection, preferably in 
trust, credit or foreign department. 311-3. 


Analyst with experience in super- 
vision of bank, institutional and personal 
portfolio, and preparation of reviews, 
desires position. 311-4. 

South Florida bank wants experienced 


trust officer, who may be retired. See ad 
on page 865. 





50 Years 


Wilmington 
Trust 
Company 


Wilmington, Delaware 


1903 — 1953 


Capital Funds .....$ 21,956,773 
Total Assets ..... . $220,937,981 


Member Federal! Deposit Insurance Corporation 
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BANK DECOR 





Reception Lounge of the Trust Department, Citizens & Southern National Bank, Atlanta 

(Marietta Street office). Back of the divan, and to the left, are the desks of the recep- 

tionist and the trust officer’s secretary. Entrance to trust officer’s room is visible on 
extreme left. 








Deposits and Governments Off 


Conspicuous among the trends indi- 
cated by a comparison of 1953 and 1952 
mid-year statements of the nation’s 
banks, as recapitulated in the final edi- 
tions of the Rand McNally Bankers Di- 
rectory for those years, is a substantial 
reduction in deposits and in holding of 
U. S. Government securities, along with 
a moderate increase in loans. 

First-half figures for 1953 showed re- 
ductions of $6,523,000,000, and $4,695,- 
000,000, respectively, in deposits and 


governments, compared with reductions 
of $1,571,000,000 and $567,000,000 in the 
first half of 1952. Loans and discounts 
increased by $1,663,000,000 which con- 
trasts with an increase of $2,224,000,000 
in the corresponding 1952 period. 


The number of banking institutions was 
reduced by 73 in the year ending June 
30, leaving a total of 14,638, made up of 
4,870 national banks, 9,586 state banks 
and trust companies, 97 private banks 
and 85 others. Branches, however, showed 
a net increase of 359, to a total of 6,072. 





Estate settlement problems 
Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 


Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


Hospitat Trust ComPANY — 


HEAD OFFICE I5 WESTMINSTER ST., PROVIDENCE I, R. I. 





TRUSTS AND EsTATES 
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Trust ACCOUNTING AND AUDITING 


Part IIT — Trust Accounting Systems 


HERBERT S. CROFT 


Vice President and Trust Officer, The Alamo National Bank of San Antonio, Tex. 


T HAS BEEN DIFFICULT TO DEVISE A 
I standardized trust accounting sys- 
tem which would meet the needs of in- 
dividual trust institutions operating un- 
der the laws and conditions of the forty- 
eight states. The kinds of assets being 
administered, as well as the different 
methods of probate accounting, have 
made a standardized system difficult of 
attainment. However, great strides have 
been made by the adoption of uniform 
laws, and by the adaptability of modern 
bookkeeping machines to almost every 
conceivable operation. 


Whatever system is adopted should 
provide for expansion to cover the 
growth of trust business. Pen and ink 
records are used by small trust depart- 
ments, machine bookkeeping with 
addressograph systems, are used by 
medium sized trust departments, and 
punched-card systems are used by some 
of the larger banks in the metropolitan 
areas. 


The idea of ownership or proprietor- 
ship is absent in trust accounting. Its 
place is taken by the factors of respon- 
sibility and accountability. Therefore 
the trust department is charged with all 
assets received, and credited with all 
assets distributed. 


I. The two major functions of a trust 
accounting system are: (1) to show the 
total asset holdings, as well as the total 
liabilities to customers, and (2) to re- 
veal accurately and quickly the current 
status of each account and all transac- 
tions relating thereto. 


II. The three types of records which 
perform these major functions are: 


1—Journal (including tickets of origi- 
nal entry). 


2—Individual trust account records. 
3—General Ledger (which carries the 
control figures). 


III. The tickets of original entry are 
the basis for the entries made to all 
other records affected by the transac- 


Continued from September issue. 
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the destination of each ticket, or the 
particular records to be increased or 
decreased. For instance: 


tion. The main requirements of these 
tickets are to: 
1—Control each asset or cash trans- 


action upon receipt or disburse- 
ment. 


Destination 


Auditov’s 

Vault 

Principal cash 
ledger 

Asset ledger (and 
Index) 

Income cash ledger 

Addressograph and 
tickler file 

Receipt copy 


Copy No. Color 


; ; 1 Blue 
2—Record all necessary information. 2 Green 


3—Cause all records to be posted; and 3 Yellow 


4__Cause the accuracy of postings to 4 


be checked. Orange 


The asset acquired ticket or the asset 5 White 
disposed of ticket is a one-time carbon 6 Pink 
snap-out, numbered form of six or seven 
different colored copies, containing con- 
trol boxes thereon to indicate the class 
of asset (for ticket sorting purposes), 


7 White 


Our cashier’s check is a carbonized 
numbered form consisting of the check 


THE ALAMO NATIONAL BANK OF SAN ANTONIO 
TRUST DEPARTMENT 


DAILY STATEMENT OF CONDITION DATE __ 








ASSETS | LIABILITIES 


INVESTED FUNDS: | ESTATES: (Exec. Admr. Gdn.) 
11. Invested Funds 
12. Principal Cash 
13. Income Cash 


1 Bonds 


Stocks 


. Mortgages TRUSTS: (Personal) 
14. Invested Funds 
15. Principal Cash 
16. Income Cash 


Real Estate 


Royalties & Minerals 


Notes & Acct’s Rec _SRUSTS: (Corporate) 
17. Invested Funds 
18. Principal Cash 
19. Income Cash 


Savings Accounts 


Miscellaneous 


AGENCIES: 
Total Invested Funds 
20. Invested Funds 
21. Principal Cash 
22. Income Cash 


CASH: 

§ Principal Cash 
10. Income Cash 
_CUSTODIES: 

23. Invested Funds 


24. Principal Cash 
25. Income Cash 


TOTAL CASH 
ESCROWS: 

26. Invested Funds 
27. Principal Cash 


28. Income Cash 
TOTAL ASSETS 


MEMO: 





—— 
Collateral Securing TOTAL LIABILITIES 
Trust Deposits SS 





One of forms used in system described by accompanying article. 





and check register. When an asset is 
received, we prepare the check and the 
asset acquired ticket in one operation, 
by inserting the asset acquired ticket in- 
side the check form. If disbursements of 
cash are made, other than against re- 
ceipt of an asset, a principal (yellow) 
ticket or an income (white) ticket is 
inserted in the check form. All checks 
are countersigned by two trust officers. 


Special snap-out asset tickets are used 
for temporary withdrawals of assets 
from the vault, for payments on mort- 
gage notes, and for collections on vari- 
ous other assets. 


Income cash tickets covering all divi- 
dends on stock and ell interest on bonds 
to be credited to the various trust de- 
partment accounts during the succeed- 
ing month, are prepared in advance on 
special perforated form sheets contain- 
ing the following tickets: 


Bond Interest Dividend 
1—Coupon en- (Blank) 
velope 


2—Income ledger 
ticket 
38—Auditor’s copy 
4—Customer’s 
advice 
5—Internal Reve- 
nue, Form 1000 


1—Income ledger 
ticket 
2—Auditor’s copy 
38—Customer’s 
advice 
4—Internal Reve- 
nue, Form 1087 








Account Control 


All accounts are controlled by num- 
ber, with only one series of numbers 
being used for all accounts. However, 
prefix letters are inserted before various 
account numbers to indicate the class to 
which the account belongs, to wit: 


E (Estates) 


T—(P) (Personal Trusts) . 
T—(CP) (Corporate Trusts) 
A (Agency) 

Cc (Custody) 

WwW (Escrows) 


Asset Control Valuations 


1—On Estates, the inventory values 
are used. 


2—On Testamentary Trusts, living 
trusts and corporate trusts, the market 
value is used, as of the date the trustee 
assumed responsibility. 


3—On Agency and Escrow accounts, 
the cost value to the owner is used, so 
his capital gains or losses may be read- 
ily ascertained. (Watch out for rights, 
stock dividends and trades in same se- 
curity. ) 

4—On Custody accounts, a unit value 
of $1.00 per share is given to shares of 
stock, and par value is used on bonds, 
except those custody accounts where in- 


services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CITY NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(MEMBER FEDERAL DEPOSIT INSURANCE CORP.) 


We maintain complete trust 





vestment advisory services are rendered, 
use cost values of owner. 


To facilitate the sorting of tickets, the 
account number, with the prefix letter 
designating the class of account, is 
shown on all tickets. The asset control 
values are shown on the asset acquired, 
or asset disposed-of, tickets for control 


purposes. 
Account Classification Blotters 


At closing time each day, the trust 
teller proves the day’s work. 


1—All cash tickets are first sorted 
into two groups: 


(a) Income ledger tickets. (white) 


(b) Principal ledger tickets, (yellow) 
(which may include entries affect- 
ing invested funds, in addition to 
principal cash). 


2—The principal ledger tickets and 
the income ledger tickets are then sort- 
ed as to increases or decreases. 


3—The decrease tickets (both princi- 
pal and income) are then sorted by 
class of account, as indicated by the 
prefix letter preceding the account num- 
ber shown on each ticket, that is; they 
are sorted as to Estates, Trusts, Agency, 
Custody or Escrow Accounts. 
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4—The increase tickets (both princi- 
pal and income) are sorted in like man- 
ner. 


5—The increase and decrease tickets 
affecting the income cash, principal cash, 
and invested funds of each class of 
accounts are listed in the proper col- 
umns on their respective account classi- 
fication blotters, and the totals thereof 
are then transferred to, and listed on 
the liability side (bottom-half) of the 
daily settlement sheet in the proper in- 
crease or decrease columns on the line 
which indicates the respective invested 
funds, principal cash and income cash 
of each account classification. 


6—All asset 


follows: 


tickets are sorted as 


(a) By asset classification, as indica. 
ted in the box on each ticket. 


(b) By increases and by decreases. 


(c) By classification of accounts, as 
indicated by the prefix letters pre- 
ceding the account number shown 
each class of accounts. 


(d) By acount number order, under 
on each ticket. 


The asset tickets are then listed unde1 
their respective classification columns, 
as shown in the increase and decrease 
columns on the asset side (upper-half) 
of the daily settlement sheet 


Machine-posting 


The following morning the records 
are posted in the following order, with 
the respective journal sheets recording 
all entries: 


1—The individual income cash led- 
gers, by classification of accounts. 


2—The individual principal cash and 
invested funds ledger, by classification 
of accounts. 


3—Then all tickets representing one 
class of assets, such as Bonds, are post- 
ed to the respective individual asset 
ledgers by classification of accounts. In 
like- manner, the tickets covering all 
stocks are then posted; then all mort- 
gage tickets, etc. 


4—The totals of all postings, as re- 
flected in the journals, are checked to 
the daily settlement sheet, and if in 
proof, the general ledger control ac- 
counts are then posted. 


IV. The two functions performed by 
the Journal are: 


1—To reflect (by carbon copy there- 
of) all postings to the individual 
ledgers, thus providing a perma- 
nent chronological daily detailed 
record and proof of all transac- 
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TEMPORARY VAULT WITHDRAWAL 


Another form described in accompanying article. 


tions; showing the account affect- 
ed, description of transaction and 
the amount of each ticket posted. 
2—To provide the “totals” of in- 
creases and decreases which are 
posted to the respective control 
accounts in the General Ledger. 


V. The individual trust account rec- 
ords, both cash and asset records, 
should reflect all information promptly, 
accurately, and with the least possible 
duplication of effort, such as: 

1la—Principal cash, showing: receipts, 

disbursements, balance on hand. 
b—The control total of all invested 


principal in each individual ac- 
count. 


2—A separate and complete record 
of each asset held in each indi- 
vidual account. 


3—Income cash, showing: receipts, 
disbursements, balance on hand. 


VI. The only difference between the 
two general types of individual Corpus 
or Principal control accounts, is that: 

1—In some Trust Accounting Sys- 

tems, the individual Corpus or 
Principal control account only con- 
trols invested funds by giving a 
summary-total of the individual 
asset ledger cards in each account, 
(best system) whereas, 


2—In other Trust Accounting Sys- 
tems the Corpus or Principal con- 
trol account controls both invested 
funds and uninvested principal 
cash. 

VII. The individual cash ledger ac- 
counts, both principal and income, 
should be kept separate from each other 
and separate from the asset ledgers, as 
the greatest part of the daily postings 
are done on these records, particularly 
the income ledger. Furthermore, the de- 
scription of all entries of similar nature 
should be kept uniform. Tissue copies 
of these forms are used as statements 
to beneficiaries. 


VIII. The asset holdings in each ac- 
count should be listed on separate asset 
ledger cards for each asset so as to: 


1—Facilitate closing out a particular 
asset. 


2—Facilitate audits in checking the . 
asset ledger cards to the securities 
or other assets in the vault. 


Addressograph stencils are maintain- 
ed on all assets, in order to furnish 
periodic statements of assets to benefi- 
ciaries, 


Some asset ledger cards provide for 
memorandum entries to be made on the 
reverse side thereof for income or prin- 
cipal collections on the particular in- 
vestment, such as dividends, interest, 
rents, etc. Reliance on such entries is 
always unsafe, due to lack of controls 
thereon. Accordingly, reference should 
always be made to the individual cash 
ledgers for proof of all entries. 


IX. The Asset or Security Index 
Control cards show the “total” holdings 
of all trust accounts in a particular 
stock, bond, or other asset, which totals 
are in turn kept in balance with the 
totals of the bonds, stocks, etc., shown 
on the asset side of the General Ledger. 
(The Asset or Security Index Cards, 
which are filed behind each Asset Con- 
trol Card, are merely duplicate carbon 
copies of the individual asset ledger 
cards in each account, and show the 
holdings of each trust in that particular 
security or other asset.) The purpose of 
the index cards is to ascertain promptly 
what accounts hold a particular asset 
or security. 


X. For corporate trust and corporate 
agency accounts, the asset and cash ac- 
counting records are the same as for 
personal trust and agency accounts and 
are included in the assets and liabilities 
of the Trust Department. However, in 
addition, the corporate trust and corpo- 
rate agency division utilizes special 
forms of vault tickets and records for 
its specialized operations with respect 
to the issuance and transfer of bonds, 
stocks, or coupons, which securities 
should not appear in the general ledger 
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or the asset records of the Trust Depart- 
ment. 


(See thesis by L. K. Elmore (1940) 
“Trust Accounting in a Medium Sized 


Trust Dept.”’) 
XI. The function of the General 


Ledger is to carry the control accounts 
and give a complete picture of total 
asset holdings, and total liability to cus- 
tomers. 


Entries to the various General Led- 
ger accounts are made from the increase 
and/or decrease totals contained in the 
various journals after they have been 
checked to the teller’s daily settlement 


sheet. The totals contained in the daily 
settlement sheet are assembled from the 
daily totals contained in the various 
teller’s blotters covering each class of 
accounts. The new balance totals of the 
General Ledger accounts are then trans- 
ferred to a statement sheet showing the 
daily condition of the Trust Department. 


XII. For national banks, the various 
accounts in the General Ledger should 
conform in general to the classification 
of accounts shown in the green colored 
“Balance Sheet” statement contained in 
the periodic reports of examinations 
made by the National Bank Examiners 
(Form No. 1425D) and as also con- 


For Competent and Complete 


Correspondent Banking Service 


Use 


FIDELITY 


A BILLION-DOLLAR TRUST COMPANY 
—A GREAT COMMERCIAL BANK 


FIDELITY-PHILADELPHIA TRUST COMPANY 


BROAD AND WALNUT STREETS e 
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tained in the pink colored Annual Call 
Sheets of the Comptroller of the Cur- 
rency (Form No. 2130D). 


A classification of accounts is indi- 
cated on the Daily Statement of Condi- 
tion shown on the first page of this 
instalment. 


A A A 


A.B.A. Trust Division 
Committee Chairmen Named 


President N. Baxter Maddox has an- 
nounced the following appointments to 


the Trust Division committees for the 
Association year 1953-54: 
Common Trust Funds: Charles F., 


Zukoski, Jr., senior vice president and 
trust officer, First National Bank, Birm- 
ingham, Ala. 


Corporate Trust Activities: James T. 
Harrigan, vice president, The Hanover 
Bank, New York 


Costs and Charges: Aurie I. Johnson, 
vice president, First Trust & Deposit Co., 
Syracuse, N. Y. 


Employees Trusts: Wallis B. Dunckel, 
vice president, Bankers Trust Co., New 
York 

Fiduciary Legislation: Jackson S. Hut- 
to, trust officer, Guaranty Trust Co., New 
York 

Operations for Trust Departments: 
Joseph T. Keckeisen, vice president and 
secretary, First National Bank of Chi- 
cago 


Relations with the Bar: Don H. Mce- 
Lucas, vice president, The Northern 
Trust Co., Chicago 

Relations with Life Underwriters: 
Thoburn Mills, vice president, National 
City Bank of Cleveland 


Relations with Supervisory Authori- 
ties: John W. Remington, executive vice 
president, Lincoln Rochester Trust Co., 
Rochester, N. Y. 


Taxation: Carlysle A. Bethel, senior 
vice president and senior trust officer, 
Wachovia Bank & Trust Co., Winston- 
Salem, N. C. 


Trust Education: Clarence D. Cow- 
dery, vice president, Boatmen’s National 
Bank of St. Louis 


Trust Information: Ear] S. MacNeill, 
vice president, Irving Trust Co., New 
York. 


Trust Investments: Robert Coltman, 


vice president, Philadelphia National 
Bank 
Trust Personnel: Norman McClave, 


Jr., vice president, Northern Trust Co., 
Chicago 


Trust Policies: James M. Trenary, vice 
president, United States Trust Co., New 
York 


TRUSTS AND ESTATES 





the 
cye 
Me 
Ass 
Wa 
ten 
for 
off 
cul 
inv 


Call 


cur: 
ndi- 


ndi- 
this 


Lior 


OW- 
nal 


ai]l, 
lew 


an, 
nal 


ive, 
0., 


rice 
ew 


TES 


ESTATE PLANNING SELLS AND RE TAINS © 
TRUST BUSINESS 


Trust service reached its zenith in 
the institution of estate planning, Nan- 
cye B. Staub, assistant vice president of 
Morristown (N.J.) Trust Co., told the 
Association of Bank Women at their 
Washington, D. C., convention on Sep- 
tember 19, 1953. When guests at finance 
forums inquire why their banks do not 
offer estate planning services, it is diff- 
cult to answer, she said. for “what better 
investment can a bank make on behalf 
of its trust department than to help plan 
estates in which it will eventually serve 
as executor and trustee?” If the estate 
is well planned, the bank will be able 
to do a good job of administration that 
will make boosters for the department, 
but unplanned estates may come to the 
bank in a condition that makes a good 
job of administration impossible, in 
which case the bank runs the risk of 
getting a poor reputation. 


It is not surprising that customers 
rarely ask for estate planning, Mrs. 
Staub explained, because that kind of 
planning is foreign to them, but once 
the job is under way they are quick to 





sense its value and to cooperate in sup- 
plying the needed data. Sometimes it is 
possible to make suggestions which will 
improve the utility of estate assets, even 
without changing the dollar value. 
Stamps, antiques, and jewelry collec- 
tions, for example, can be sold to better 
advantage by the owner while he is 
living than by an executor later on. 
The proceeds can then be invested in 
good income-producing securities, which 
will improve the utility value of the 
estate. 


Cart Before Horse 


Too many trust officers try first to 
“get my bank named as executor and 
trustee.” That is putting the cart before 
the horse, the speaker averred, since the 
result of a good planning job usually 
is that the customer “will for the first 
time have recognized the benefits to 
himself and his family of having a bank 
represent his estate. For the first time 
he will be thinking in terms of the 
bank’s fee being a prudent investment 
which will pay dividends for years to 
come through assuring good manage- 





A big-city bank 


.. impersonal ? 


OT WHEN you call The Northern 


Trust for service. 


Here all your 


requirements are handled under the 
direction of an officer known to you 
personally, who follows through for 


you on every detail. 


The services of this bank, in every 


capacity, are characterized by the 


closest, personal attention—an im- 


mediate handling of your needs. 


Call, write—or better still—stop in 


and see how the “bank of personal 
service’’ with complete banking, 
trust, and bond facilities can be of 


help to you. 
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ment for his family and a fair return 
with safety.” The customer also will be 
reluctant to take advice about estate 
matters from well-meaning but inexperi- 
enced people, she said, and is apt instead 
to go right back to get the views of the 
one who planned the estate. 


An effective way of presenting the 
value of the service, the speaker assert- 
ed, was to pre-probate the estate as it 
exists and compare the results with 
those to be obtained from the completed 
estate plan. It is not unusual to show 
substantial savings in administrative ex- 
penses and taxes, including savings in 
income taxes. Frequently insufficient 
thought is given to savings in income 
tax, Mrs. Staub said, which is a recur- 
ring item and therefore of great im- 
portance. Substantial savings may be 
derived also from coordinating life in- 
surance — one of the most valuable 
estate planning tools — with the rest 
of the estate. 


To be effective estate plans must be 
reviewed at regular intervals and kept 
up-to-date, the speaker stated, which 
gives the estate planner opportunity for 
close contact with the customer and re- 
tention of his trust business. 
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INCOME TAX 


Right of heir to depreciation deduc- 
tions on building subject to 99 year 
lease determined. In 1924 decedent and 
daughter, co-owners of land, executed 
99 year lease providing for erection of 
building thereon at lessee’s expense. 


Decedent died in 1938, leaving her in-- 


terest in property to daughter. Value of 
this interest for estate tax purposes was 
fixed by compromise, without allocation 
between land and building, at $1,533,100. 
Tax Court determined value of one-half 
interest in building at decedent’s death 
to be $800,000, and under Sec. 113(a) (5) 
of Code, this value became daughter’s 
basis for depreciation over life of build- 
ing. Court refused to allow additional 
deduction as amortization of lease, re- 
jecting arguments to effect that because 
lease provided for higher rent than that 
which would be subsequently obtainable, 
additional rental currently enjoyed was 
thereby entitled to special amortization 
deductions. 

HELD: Reversed and _ remanded. 
Daughter had no interest in building 
which could be depreciated but favorable 
leasehold could be subject to periodic 
amortization. Sec. 113(a)(5) provides 
“basis” for one-half interest in building 
devised to taxpayer, but this alone does 
not allow depreciation of this basis. 
Value of property interest for estate tax 


purposes must be attributed to land 
alone since property was _ subject to 
lease exceeding remaining useful life 


of building. Taxpayer’s reversionary in- 
terest in building was no greater at 
decedent’s death than at termination of 
lease. Taxpayer’s basis under Sec. 113- 
(a)(5) of Code, therefore, did not repre- 
sent depreciable interest in property. 
To hold otherwise would allow tenant 
and landlord to depreciate building 
jointly. 

If rental was more favorable than 
what could be obtained at decedent’s 
death, and similar rental could not be 
obtained upon termination of lease, it 
is necessary to take cognizance of this 
additional value attaching to lease. Such 
additional value which will be exhausted 
over term of lease should also be amor- 
tized over this period. Remanded to Tax 
Court to ascertain to what extent this 
leasehold value was present. Comm. v. 
Moore, 9th Cir., Sept. 21, 1953. 
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FEDERAL TAX NOTES 


FOOSANER 





SAMUEL J. 
Tax Attorne 





Payment of interest on estate tax 
deficiency by transferee is deductible. 
Taxpayers, equal beneficiaries of estates 
of parents, received substantial distri- 
butions. In subsequent years Federal 
and State estate tax deficiencies were 
assessed and each child contributed 
equally to payment of interest thereon. 
Taxpayers filed claim for refund of in- 
come taxes paid, alleging that such 
interest payments are deductible under 
Sec. 23(b) of Code as interest on tax- 
payers’ obligations. 


HELD: Refund granted. Transferees 
of decedent’s estate are liable for estate 
taxes and interest to extent of property 
received in same manner as transferor. 
Fact that transferee’s liability is second- 
ary does not affect fact that payment of 
tax is payment of his personal indebted- 
ness, and interest paid thereon is de- 
ductible as interest on taxpayer’s per- 
sonal indebtedness. Webster v. Maloney, 
D.C. N. J., Aug. 20, 1953. 


Long-term compensation: attorney’s 
fees. Taxpayers, attorneys for estates 
and trusts, received counsel fees from 
court in 1942-1943 for services rendered 
over period in excess of three years. In 
subsequent years additional fees were 
allowed for services with respect to 
same estates and trusts. In 1942 tax- 
payers received fee from client for dis- 
solution of corporation accomplished 
over period of four years. Claim for 
refund was filed alleging that over 80% 
of total compensation was received in 
one year for services rendered over 
period exceeding 36 calendar months and 
should be allocated pursuant to Sec. 107 
of Code. 


HELD: Only claim for services rela- 
ting to corporate dissolution allowed. 
Prior fees paid by client were for dis- 
tinct and separable matters. They in no 
way affected fee received for services in 
dissolving corporate client. However, 
fees received from estates and trusts 
did not fall within purview of Sec. 107. 
Period of service extended over entire 
employment. Thus, allowances of fees 
subsequent to those received in 1942-1943 
constituted part of total compensation 
and taxpayers. did not receive 80% or 
more of total compensation in any one 
calendar year as law requires. Norcross 
v. U. S., D.C. N. J., Aug. 20, 1953. 





. Newark, New Jersey 





















Interest on overassessments taxable 
to trust. Partners transferred one-fourth 
of respective partnership interests to 
trusts in 1940. Subsequent Tax Court 
decision held that trust income was. tax- 
able to settlor-partners. Trustee con- 
sented to application of tax overassess- 
ments of trust to deficiencies of respec- 
tive settlors. Upon receipt of checks for 
interest on overassessments in 1948, 
trustee endorsed checks to settlors. Com- 
missioner assessed deficiencies against 
trusts contending that payment of in- 
terest on tax overassessments was tax- 
able income to trusts regardless of fact 
that checks were immediately endorsed 
to respective settlors. 

HELD: Assessment sustained. Before 
trusts can be considered merely conduit 
through which interest payments passed 
to settlors, there must exist legal obliga- 
tion to pay over receipts to settlors. Fact 
that court of equity might allow such 
payment to settlors on theory of re- 
formation or unjust enrichment does not 
create legal obligation. Trusts were tax- 
payers and possessed rights to refund, 
payment to settlors being voluntary. 
Moreover, because there was no legal 
obligation to make such payments, trusts 
could not treat interest paid over to 
settlors as deductible expense or as an 
interest payment. Easley Trust, 20 T.C. 
No. 5, Oct. 13, 1953. 



































Income from interest in patent appli- 
cation assigned to trust not taxable to 
grantor. Taxpayer in 1945 irrevocably 
assigned one-half interest in two patent 
applications to trust for benefit of minor 
son. In 1946, trustee an:] taxpayer grant- 
ed exclusive rights under applications in 
return for specified royalty payments. 
Royalties were to be paid under grant 
even if patent applications were unsuc- 
cessful. These applications were rejected, 
but taxpayer submitted third application 
and received patent for similar machine. 
Original royalty agreement was termil- 
ated in 1950 upon demand of manufac- 
turer, and new contract was executed to 
produce machines under taxpayer’s third 
application and patent. Commissioner 
assessed income and gift tax deficiency 
for 1946-1949, claiming that grantor was 
taxable on royalties paid to trustee and 
such annual payments to trust of one 
half of total royalties constituted sep4 
rate gifts by taxpayer to trust. 
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HELD: Assessment overruled. No fac- 
tual basis was found for argument that 
royalties were paid for right to manu- 
facture machines under third patent in 
which trustee had no interest. Royalties 


were payable as long as machines were 
produced even after applications were 
rejected. Existence of third application 
on similar machine did not change fact 
that royalties were paid on prior appli- 
cation rights in which trustee possessed 
one-half interest. Harold B. Adams, T.C. 
Memo Op., Sept. 30, 1953. 


ESTATE TAX 


Life insurance partially includible in 
estate where incidents owned. Various 
policies of insurance on decedent’s life 
were reported in his estate tax return. 
Thereafter, executrix filed claim for re- 
fund alleging that proceeds of such poli- 
cies were not includible in gross estate, 
since decedent neither paid premiums 
thereon nor possessed any of incidents 
of ownership at time of death. 


HELD: Refund allowed in part. As to 
one group of insurance policies, it was 
proved that beneficiary had applied for 
policies, owned all incidents, and paid 
all premiums. Thus, value of such poli- 
cies was not properly includible in 
gross estate under Sec. 811(g). With re- 
spect to remaining policies decedent had 
retained all incidents of ownership. 
Moreover, he had access to policies which 
were located in safety deposit box held 
jointly with wife. Such policies, there- 
fore, were properly included in dece- 
dent’s estate. Caldwell v. Jordan, D.C. 
N. D. Ala., Sept. 18, 1953. 


REVENUE RULINGS 


Deduction allowed under ten year 
charitable trust. Grantor created irrevoc- 
able trust of common stock for period 
of 10 years and 10 days, with reversion 
to grantor or estate at termination of 
trust. Trust income was for absolute 
henefit of charitable foundation exempt 
under Sec. 101(6) of Code. Trust income 
was not taxable to grantor under Clifford 
Regulations, Sec. 29.22(a)-21. It is ruled 
that grantor may deduct as charitable 
contribution under Sec. 23(a) of Code 
present value of interest conveyed in 
trust subject to over-all limitation of 
20% of grantor’s adjusted gross income. 
Rev. Rul. 194, ILR.B. 1953-20. p. 2. 


Estate and income tax treatment of 
employees’ stock options upon death. 
Decedent employee received non-trans- 
ferable stock options providing, among 
other things, that upon death corpora- 
tion would purchase unexercised options 
for amount by which market value of 
Stock exceeded option price. Compensa- 
tion is considered to have been earned 
by employee, to extent of consideration 
received, upon transfer of option. Right 
to receive payment from corporation at 
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employee’s death is right to receive in- 
come in respect of a decedent and is 
taxable income to decedent’s estate 
under Sec. 126(a)(1)(A) of Code. Value 
of option is also includible in decedent’s 
gross estate, determined by deducting 
option price of stock from market value 
of stock on valuation date. Under Sec. 
126(c), estate is entitled to deduction 
from income, resulting from surrender 
of option, for amount of estate tax paid. 
Rev. Rul. 196, I.R.B. 1953-20, p. 13. 


Pension plans: certain fluctuating 
benefits allowed. Pension plan which 
otherwise meets requirements of Secs. 
165(a) or 23(p)(1)(B) of Code will not 
be disqualified as failing to provide 
definitely determinable employee benefits 
merely because; (1) payments are made 
not on fixed dollar value, but are based 
upon specified share of fund, value of 
which may vary due to fluctuations in 
market value of fund’s assets, or (2) 
payments are definitely determinable 
but subject to variation at date of pay- 
ment caused by changes in recognized 
cost-of-living index. Similar variable 
benefits will be applicable to amounts 
received under annuity contract pursu- 
ant to Sec. 22(b)(2). Rev. Rul. 185, 
I.R.B. 1953-19, p. 7. 


Restrictions on sale of stock do not 
bind Commissioner for gift tax purposes. 
In determining fair market value of 
shares of stock for gift tax purposes, 
restriction on transfer of such shares 
requiring first offer to named persons 
at stipulated prices is not binding on 
Commissioner. It is merely just another 
factor to be considered in determining 
fair market value. Rev. Rul. 189, I.R.B. 
1953-19, p. 19. 


Splitting of gifts between spouses — 
consents made on separate returns. To 
obtain benefits of provisions of Sec. 
1000(f) of Code allowing spouses to split 
gifts made to third persons, consent of 
both husband and wife is necessary. 
Where only one gift tax return is filed, 
other spouse must signify her consent 
on such return. However, if both spouses 
file returns and each signifies consent to 
treat all gifts as having been made one- 
half by each, statutory requirements are 
satisfied and each spouse need not sig- 
nify consent on other’s return. Rev. Rul. 
188, I.R.B. 1953-19, p 18. 


Valuation of treasury bonds used in 
payment of estate taxes where optional 
valuation date used. Rev. Rul. 156, I.R.B. 
1953-17, 18, provided that certain mar- 
ketable treasury bonds may be redeemed 
at par value in payment of Federal es- 
tate tax, but only to extent of estate tax 
liability. Whether or not so ‘used, value 
of such bonds redeemable at par must 
be included in gross estate at higher of 
par or mean selling price at date of 
death. Excess of marketable bonds not 


redeemable at par is valued at mean 
selling price at date of death. 


Current letter ruling provides that to 
extent marketable bonds are redeemable, 
they are to be valued at higher of par 
or mean selling price at date of death 
even though resort is had to optional 
valuation provisions of Sec. 811(j). Ex- 
cess of bonds not redeemable should be 
valued at mean selling price on optional 
valuation date. 




























































Bonds used for tax payment should 
be submitted to Bureau of Public Debt., 
Division of Loans and Currency in Wash- 
ington, accompanied by Form PD 1782 
at least three weeks before date credit 
is desired. Letter Ruling, 535 C.C.H. 
Par. 8083. 


First Choice for 
Trust Service 


in Missouri. 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line’”’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate .de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 





CURRENT LITERATURE NOTES 


Books 


Investment Timing — The Formula 
Plan Approach 
C. SIDNEY COTTLE—W. TATE WHITMAN. 


McGraw-Hill Book Co., Inc., New York City. 
195 pp. $5.00. 


The inherent hazards of investment, 
with special reference to the equity field, 
have inspired an immense volume of re- 
search in ways to avoid loss and to ob- 
tain appreciation. Probably the best sys- 
tem yet devised is formula plan in- 
vesting, with its regimented approach to 
market commitments, and which, not- 
withstanding, may include some elements 
of judgment in the setup of the plan. In 
this book, the authors detail the basis of 
this subject and describe various plans 
and their modifications, pointing out 
merits and shortcomings, as well as the 
degree of risk of each and how they have 
performed in actual use. 


Voluminous charts, graphs and tables 
illustrate the text. Factors to consider 
in selecting and setting up a plan are 
stated, both for the individual and the 
institutional investor. In the appendix, 
nine plans as actually operated by insti- 
tutional investors, ranging from a trust 
company to a mutual fund, to college en- 
dowments and three life insurance com- 
panies, are outlined, together with the 
operating procedure of each in both ris- 
ing and declining markets. This is a 
scholarly and extremely useful contribu- 
tion to the growing literature on this 
absorbing subject. 


ABC Of Investing 


R. C. EFFINGER. Harper & Bros., New York 
City. 113 pp. $1.75. 


This is a revised edition of Mr. Ef- 
finger’s introduction to investment funda- 
mentals, to which has been added a sec- 
tion describing the services available 
through trust companies, investment 
funds and investment counselors. An in- 
teresting feature is the inclusion of the 
investment experiences of twelve indi- 
viduals in varying circumstances which 
illustrate the sound practices, as well as 
the errors, found in real life. The final 
section covers price movements of vari- 
ous security groups over the past two 
decades, with charts. As the title indi- 
cates, it is an adequate, useful and 
clearly expressed primer for the novice 
investor. ‘ 


Price Practices and Price Policies 


JULES BACKMAN. The Ronald Press Co., 

New York City. 660 pp. $8.00. 

The author, well known New York 
University economist and _ consultant, 
has in this impressive volume drawn 


upon his own material as well as much 
from business leaders and other econom- 
ists, with appropriate chapter introduc- 
tions by himself. This is such a compre- 
hensive piece of work that a short re- 
view can only say that, if one is inter- 
ested in any phase of the pricing field, 
he will probably find something about it 
here — and that means something worth 
reading, too. It will interest the business 
man in any echelon or line, as well as 
the student, and even professional men 
are recognized in a unique chapter set- 
ting forth principles to guide them in 
determining the value of their services 
to clients. 


A Survey of Pension Planning 


ROBERT E. SIBSON. Commerce Clearing 
House, Inc., Chicago 1. 184 pp. $2.00. 


Published in the forepart of the year, 
this paper bound booklet covers suc- 
cinctly the important phases of a pension 
program to be appraised by those con- 
cerned with retirement plans. No effort 
is made to present a model plan as the 
author points out that there is no one 
answer to the problem. Hence alterna- 
tive solutions are offered for various 
problems. 


After setting the old-age stage for 
discussion, the pamphlet deals with the 
following matters: administration (in- 
cluding financing), pension requirements, 
retirement benefits, early, compulsory 
and disability retirement benefits, costs, 
and evaluation of the pension program. 
A four-page check list adds to the utility 
of this handy guide. 


Minimizing Taxes on Professional In- 
come 


CHARLES B. BAYLY, Jr. Newkirk Associates, 
Inc., Albany, N. Y. 294 pp. $7.50. 


The number of recent decisions in- 
volving Section 107 of the Internal Rev- 
enue Code makes this book especially 
timely for lawyers and accountants and 
such clients as doctors, engineers, archi- 
tects, salesmen, brokers, artists, authors, 
composers, and inventors. That Section 
permits income earned over a period of 
36 months or more to be spread over the 
years provided at least 80% of the total 
compensation is received in one year. Not 
only does this volume point out the pos- 
sibilities for obtaining refunds for prior 
years, but even more helpfully the author 
analyzes the decisions interpreting the 
law so that taxpayers may plan pros- 
pectively and avoid the harmful conse- 
quences of some of the judicial pro- 
nouncements. Word for word examina- 
tion of the Section leaves no facet of its 
application untouched. 








Estate Planning — Quick Reference}. we 


Outline 


WILLIAM R. SPINNEY. Commerce Cleari 

House, Inc., Chicago 1. 80 pp. $1.00. 

Already in its third printing, this man 
ual is designed to afford a convenient 
general survey of the estate planning 
field for the attorney and accountant 


with supporting citations. In addition, it} 


gives the underwriter not only a working 
tool for his own knowledge but, throug 

sections written with the estate owner j 

mind, a selling aid. Divided into four 
sections, the monograph first deals wit 

estate planning purposes and procedures, 
then with analysis of the estate, followed 
by estimating taxes and other transfer 
costs under the present facts, and con 
cluding with planning estate conservatio 

and tax minimizing. Specific illustrations 
and explanations underline the useful 
ness of this booklet. Written by a forme 

insurance man who has had close con 
tacts with attorneys and im recent years 
has headed the estate planning divisio 

of a leading trust company, the manual 
bears the mark of practicality. 


Estate Planning 


A. JAMES CASNER. Little, Brown & Co, 
Boston. 540 pp. with supplement. $10. 


The subtitle of this volume — Cases, 
Statutes, Text and Other Materials — 
would lead one to believe that it was 
intended for law school use only. While 
that seems to have been its primary ob- 
jective, the book is indeed useful for the 


practitioner in this field. This testimony f 


was offered by a number of lawyers who 
attended Professor Casner’s summer 
course just prior to the American Bar 


Association’s convention in Boston this} 


past August. 


Individual chapters are devoted to the 
will, the revocable trust, other types of 
living trusts as estate planning instrv- 
ments, non-trusteed gifts, life insurance 
settlements, employee and social security 
benefits (the latter not often found in 
textbook discussions). There are, too, the 
traditional topics of perpetuities and 
powers of appointment. Special] attention 
is devoted to the marital deduction, the 
disposition of business interests, and mul- 
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tiple state taxation, income as well asf) 


death. Not overlooked is the importance 
of selecting the right fiduciary to carry 
out the plan, and the author ably pre- 
sents the considerations involved in such 
choice. 


The supplement of 126 pages consists 


of two complete estate plans, not in-f 


tended as perfect models nor applicable 
entirely in every jurisdiction, but as 4 
stimulant to the reader’s analytical abil- 
ity. Like the text, the supplement (which 
it is anticipated will be revised annuaily) 
makes a significant contribution to the 
pedagogic literature in this field. A 
Teacher’s Manual, containing the 4? 
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rencefswer to some 250 problems in the book, 
is available to instructors. 


Fraud Under Federal Tax Law 
HARRY GRAHAM 


learing 


Second Edition, 1953. 


man BALTER. Commerce Clearing House, Inc., 
snient Chicago and New York. 

nning LAs bas : 

Pte Significant developments in federal tax 


law and court decisions since 1951 have 
ed to the publication of this enlarged 
ind revised second edition. Written by 
yne with many years’ specialized experi- 
nce in federal practice and federal tax- 
ition this informative book deals speci- 
ically with each aspect of a tax fraud 
x evasion case. This edition analyzes 
such new developments as the current 
‘eorganization of the Bureau of Internal 
Revenue Service, evolving procedural 
thanges, and the abandonment of certain 
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coal ong-established policies. New treatment 
ormerl (PPears in the chapter dealing with the 


yrocessing of a fraud case through the 
3ureau and the Department of Justice, 
n the chapter on production of books and 
-ecords, and on the problems of taxpayer 
cooperation during the course of a fraud 
investigation. 
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Tax Shelter in Business 
WILLIAM J. CASEY and J. K. LASSER. 


& Co, Business Reports, Roslyn. 156 pp. $12.50. 

7 In this new research study the well 
ases y 

~ ° . 
Js a known authors cite methods and _ in- 


stances by which leading businesses and 


; was ; 
While (OUSinessmen have protected their opera- 
y ob- ions from the tax structure. They show, 


wr the Or example, how Henry Kaiser and Rob- 
ert Young, have used losses to acquire 
profitable businesses; how the _ sensa- 
tional real estate operator, Bill Zecken- 
dorf, gave himself a liquid position and 
substantial tax protection by merging 
his real estate operation into an unsuc- 


4 cessful investment trust; how Sears, 
to the 
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Member Federal Deposit Insurance Corporation 


Roebuck and Co. shifted its financing 
operations to realize the savings which 
borrowed capital yields today. 


A capital structure heavy with debt 
offers maximum tax protection, and the 
authors show how life insurance can 
underpin a business by underwriting fu- 
ture earning power with corporate dol- 
lars which would otherwise be heavily 
taxed when distributed as dividends. The 
study gives a method of evaluating the 
use of business funds for insurance, and 
the use of real estate deals to build 
capital value in a business is also ex- 
tensively analyzed. 


A &2 «& 
CURRENT ARTICLES 


Stockholders Booby-Trap: Partnership 
Liabilities of Stockholders under Sec. 71, 
N. Y. Stock Corporation Law (potential 
liability for wages and other employee 
benefits present problem which may seri- 
ously affect fiduciaries), by Dwight 
Rogers & Donald F. McManus: New 
York Univ. Law Rev., Oct. (40 Wash- 
ington Sq. So., New York 3; $2) 


Estate Planning for the Non-Native 
Son, by Brent M. Abel: California Law 
Rev., Summer 1953 (Berkeley, Cal.; 
$1.50) 


Current Evaluation of Estate and 
Trust Taxation of Interest to the CPA, 
by Clair M. Mortensen: Journal of Ac- 
countancy, Aug. (270 Madison Ave., New 
York 16; 75¢) 

Estate Planning: A Practical Ap- 
proach, by John Alan Appleman: Tazes, 
Aug. (214 N. Michigan Ave., Chicago 1; 
60¢) 

Elements of Proper Estate Planning, 
by Franz Martin Joseph: Ibid. 
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Trusts and Federal Taxation, by E. 
Grady Paul, Jr.: Ibid. 
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JoHN R. Hur ey, president of the 
Thor Corporation, manufacturers of well 
known household appliances, left a pro- 
bate estate of approximately $350,000. 
His will, which gives legacies of $5,000 
to the testator’s secretary and a friend 
and bequeathes personal effects to Mrs. 
Hurley, sets up a marital deduction trust 
under a formula pattern. To her and 
Continental Illinois National Bank and 
Trust Co. of Chicago as trustees goes “a 
portion of my estate equal in value to 
one-half of my adjusted gross estate as 
finally determined for federal estate tax 
purposes, less such amount as equals the 
value of all property and interests in 
property passing or which have passed 
to my said wife (except under the will) 
for which a marital deduction is allowed 
in computing federal estate taxes.” 


Mrs. Hurley will, of course, receive 
all the income for life from this Trust 
A, together with such sums from prin- 
cipal as the trustees deem necessary 
“to meet unusual expenses caused by ill- 
ness or other unexpected misfortune, or 
to provide for her comfortable main- 
tenance and welfare,” if the trust in- 
come and other resources available to 
her and known to the trustees are in- 
sufficient. In addition, the widow may 
draw down as much as $10,000 in any 
one year, with an aggregate limitation 
of $100,000. Mrs. Hurley is given a gen- 
eral power to appoint the remaining prin- 
cipal by her will. The corporate trustee is 
to be protected in relying on any in- 
strument of hers admitted to probate any- 
where, and if within three months after 
her death it has no knowledge of any 
will, it shall act on the assumption of 
intestacy and distribute the principal 
among the three trusts created out of the 
residue of the estate. 


These three trusts, which during Mrs. 
Hurley’s lifetime are held as one for 
her income benefit, will provide income 
for three daughters, the principal passing 
at their death to their respective living 
descendants per stirpes. The corporate 


WHERE THERE'S A WILL 


trustee, which is also named co-executor 
with Mrs. Hurley, is authorized to ex- 
pend the principal of these trusts for the 
beneficiaries’ needs, no payments to be 
made for the widow’s benefit unless 
Trust A is exhausted. 


For purposes of the marital deduction, 
a codicil contains a “reverse” common 
disaster clause, declaring that Mrs. Hur- 
ley is to be presumed the survivor if her 
death and that of the testator occur 
under such circumstances as to make it 
difficult to determine who was the sur- 
vivor. 


MARGARET W. STRAWBRIDGE, daughter 
of the late Dr. John T. Dorrance, presi- 
dent of Campbell Soup Co., from whose 
$127,000,000 estate she inherited a one- 
eighth interest in 1930 and a substantial 
portion upon her mother’s recent death, 
left only jewelry and flat silver to her 
two children, because “at my death ade- 
quate provision is made for them under 
the will of my father.” Legacies ranging 
from $1,000 to $5,000 depending on 
length of service are bequeathed to full- 
time employees. 


The will creates three trusts for Mr. 
Strawbridge’s benefit: (1) consists of 
realty, including town and country resi- 
dences; (2) is made up of “a portion of 
the estate exactly sufficient to reduce 
taxes to the lowest possible figure;” (3) 
comprises the residue, the remainder on 
Mr. Strawbridge’s death to be held in 
further trust for their children’s income 
benefit “until the first grandchild is 
born, after which the income is to be 
divided among all descendants.” This 
trust, which also picks up the remainder 
of trust (2), will terminate 21 years 
after the death of the last survivor of 
Mrs. Strawbridge’s children, nieces and 
nephews when principal will be divided 
among living descendants. The testatrix 
directed her executors and trustees — 
The Pennsylvania Company for Banking 
and Trusts of Philadelphia, her husband 
and two other individuals — to “carry on 
my personal oil venture.” 


TRACERS CO. of AMERICA 
513 MADISON AV. NY. 22 N.Y. 






EDWARD J. FLYNN, who as chairman of 
the Democratic National Committee led 
Franklin D. Roosevelt’s successful third- 
term presidential campaign in 1940, and 
remained a powerful political figure in 
New York until his death this summer, 
left all but two legacies totalling $20,000, 
out of an estate estimated at approxi- 
mately $500,000, to his widow. His will 
named Bronx County Trust Co. executor. 


Mary FEtLs, widow of the founder of 
Fetls & Co., soap manufacturers, outlived 
the beneficiaries of the two trusts cre- 
ated by her will, as well as two indi- 
viduals named as executors. She there- 
fore executed a codicil revoking the be- 
quests and appointments. There re- 
mained effective under her will legacies 
of $10,000 each to three nephews and two 
nieces. The codicil adds a like bequest 
to the wife of one of the nephews. It 
also makes gifts to two nephews to make 
up the difference between the face value 
of certain insurance policies on Mrs. 
Fels’ life and the reduced paid-up value 
to which she elected to change during 
her lifetime. The residue is left to the Jos- 
eph Fels Foundation. Testatrix directed 
her executors — her attorney and Chem- 
ical Bank & Trust Co. of New York — 
not to dispose of her stock in Fels & 
Co. without affording a reasonable op- 
portunity to the corporation, its man- 
agement or persons in control to acquire 
it at fair value. 


Dr. MARION LUTHER BRITTAIN, presi- 
dent emeritus of Georgia Institute of 
Technology, bequeathed $2,000 to each of 
his three grandchildren and left the rest 
of his estate other than personal effects 
in trust with Citizens and Southern Na- 
tional Bank of Atlanta. The will directs 
the trustee to hold the homeplace for the 
lifetime of Mrs. Brittain and to permit 
her and their three children to occupy, 
respectively, the four apartments there. 
The widow and children share equally in 
the income from the other trust assets. 
On Mrs. Bittain’s death, the bank, which 
is also named executor, is to sell all the 
trust property and divide the proceeds 
in three shares for the children per 
stirpes. 
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AssETS — Administration — Insur- 
ance Claim Not Asset for Purposes 
of Appointing Administrator 


Colorado—Supreme Court 

Wheat v. Fidelity and Casualty Co., decided 

Aug. 24, 1953. 

Albert and Leonard Wheat, both non- 
‘esidents of Colorado and both being 
inrelated to the other, were killed in a 
notor vehicle collision. Albert Wheat 
here-Byvas insured against liability. His car 
e be-Bias only salvage value. An administra- 

re-B-or of his estate was appointed by the 
aciesB;tate of his residence, and this ad- 
1 two ninistrator transferred the wrecked au- 
quest®:omobile to Motor Securities Corpora- 
Ss. It@tion. This was the only tangible property 
make® wned by Albert in Colorado at the time 
value®>f his death. The widow of Leonard peti- 

Mrs.B tioned for the appointment of administra- 
valueBtor on the grounds that the protection 
uring under the liability policy was an asset 
2 Jos-Bof Albert’s estate in Colorado. The peti- 
ected Btion was filed more than 15 months after 
yhem- § Albert’s death and was filed as a creditor 
rk — E petition. 
als & 
2 Op- 
man- 
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HELD: The administrator was im- 
properly appointed. Under Colorado 
statute administration must be granted 
within one year after death, and if not 
granted within one year, claims of credi- 
tors are barred. There was no property 
in Colorado to justify the appointment 
of an administrator. The tangible proper- 
ty had been transferred, and the insur- 
ance coverage is not an asset, except at 
the domicile of the insured. The insur- 
ance carrier could not properly be joined 
in the action. 
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CHARITABLE TRUSTS — Bequest to 
Unincorporated Branch of Benevo- 
lent Fraternal Association is Valid 


New York, Appellate Division. First Dept. 
Matter of Kunze, N. Y. Law Journal, Sept. 18, 
1953. 

Will made bequests to a lodge which, 
by compliance with the Benevolent Or- 
ders Law, had the right to take be- 
quests, and to a club, composed of mem- 
bers of the lodge, which had no right 
to receive bequests. The question was 
whether the policy of making effective 
bequests to unincorporated branches of 
organizations by directing payment to 
the parent organization, is limited to 
charitable or religious organizations or 
whether that policy can also be applied 
to benevolent fraternal organizations. 
The Surrogate held that the bequest 
lapsed because neither the club nor its 
parent organization was a charitable or 
religious organization. 


HELD: Reversed. It is clear that the 
testator meant to devote a part of his 
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estate to the general purposes of the 
lodge and a part to the activities of the 
club. There is no reason why his clear 
intention should be defeated on the nar- 
row distinction between a charitable or 
religious organization on the one hand 
and a benevolent fraternal organization 
on the other. The intention of the testa- 
tor should be carried out by a direction 
that the bequest intended for the club 
be paid to the lodge for the purposes of 
the club. 


CLaims — Statute Barring Claim 
Based on Oral Agreement to Adopt 
Not Applicable to Promise to Deed 


Property 


New Mexico—Supreme Court 
In re Cox’s Estate, 260 P. (2d) 909. 


HELD: The statute prohibiting allow- 
ance of claim against an estate founded 
on an alleged agreement to adopt 
claimant where such agreement is not 
in writing and signed by decedent, has no 
application to a claim based on an oral 
agreement to deed property to claimant 
in return for services to be rendered, and 
in such case claimant is entitled to com- 
pensation from estate for reasonable 
value of such services. 


CLaims — Widow Electing to Take 
Under Will Estopped to Assert 
Claim Against Property 


North Carolina—Supreme Court 
Rouse v. Rouse, 237 N. C. 492. 


The plaintiff’s husband received from 
her during coverture $1,000 in cash which 
he invested in certain real property. At 
his death he left a will devising this real 
property to his wife for her life with 
remainder to his children, and gave his 
wife most of his personal property. The 
wife did not dissent from the will, but 
brought an action for thé recovery of 
$1,000 with interest, and sought to have 





the recovery declared to be a specific lien 
on the land and to have it applied to the 
payment of the debt. 

HELD: The personal property must 
be applied first to the payment of the 
debt. The widow took possession of the 
land upon which she claims a specific 
lien, and has been receiving the rents 
and properties. She now seeks to sell 
the interest of the remaindermen in the 
real property to the exoneration of the 
personalty bequeathed to her. She has 
made an election to take under the will 
and is now estopped to assert a claim 
to a preferred lien on the same property 
she received as devisee under the will of 
the debtor. 


COMPENSATION — Trustees May Be 
Allowed Fee on Principal Before 
Termination of Trust 


United States—District Court for D. of C. 

McLean v. American Security & Trust Co., 113 

F. Supp. 427. 

The Trust Company, trustee under the 
will of John R. McLean, who died in 
1916, moved the court for an order al- 
lowing compensation for extraordinary 
services rendered in the sale of the Cin- 
cinnati Enquirer, a newspaper formerly 
part of the trust estate, for $7,600,000, 
in cash, without a broker’s commission. 
The trustee suggested $150,000 as a 
reasonable sum for its services, to be paid 
in five equal annual installments, and 
$100,000 for services of its counsel. 
Notice was given to all parties in inter- 
est and no objections were filed to the 
allowances suggested. The record before 
the Court showed that the trustee had 
never received* any commission based 
upon or paid out of principal. 


HELD: Fees granted as requested. 
There is no statute regulating the com- 
pensation of trustees and the matter of 
allowance is within the sound discretion 
of the Court. When justice demands, a 
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trustee is entitled to a commission on 
the principal as well as on the income 
of an estate and where a trustee ren- 
ders services not usually rendered in 
the administration of a trust it may be 
awarded extra compensation represent- 
ing the fair value of such services. Al- 
though the general rule is that an allow- 
ance should not be made out of the 
corpus of an estate until the trust is 
terminated, a trustee may receive such 
an allowance where extraordinary ser- 
vices or unusual labor is involved. 


In the instant case the trustee was 


able to effect the sale of the Enquirer 


on terms highly advantageous to the 
trust without the payment of brokers’ 
fees after arduous and prolonged nego- 
tiations with prospective purchasers. 
These services were beyond the ordinary 
duty of a trustee and demanded unusual 
skill and responsibility. Independent ex- 
perts confirmed that the suggested al- 
lowances were fair. 


DISTRIBUTION — What Adopted Chil- 
dren Qualify as “Children” 


North Carolina—Supreme Court 
Bradford v. Johnson, 237 N. C. 572. 


Testator’s will established twelve equal 
residuary trusts for each of his surviv- 
ing nephews and nieces, with one excep- 
tion, giving the beneficiary of each trust 
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the income for life. Only personal proper- 
ty was involved. It was provided by 
codicil that each trust should terminate 
upon the death of the life beneficiary. 
Upon the termination of a trust the 
property was to be divided among the 
children of all of his nephews and nieces 
per capita, the living issue of a prede- 
ceased child of any nephew or niece to 
take the share the parent would have 
taken if living, per stirpes. One of the 
testator’s nephews having died, an issue 
arose as to the rights of the adopted son 
of another nephew. This nephew was 
adopted: in 1929. The will was executed 
in 1926 and the codicil in 1935. Testator 
died in 1944. An issue also arose as to 
the status of an adopted daughter of a 
child of another nephew, this adoption 
having occurred in 1952. 


HELD: 1. The ‘statutes fixing the 
status of an adopted child with respect 
to inheritance of property have no ap- 
plication. Whether an adopted child comes 
within a designated class described. as 
“children,” “issue,” etc. depends upon the 
intention of the testator, and the will 
must be construed in the light of the 
testator’s knowledge of facts and circum- 
stances existing at the time of or after 
the execution of the will. 


2. The adopted son of a nephew quali- 
fies as one of the surviving children of 
such nephew. The testator knew of this 
adoption and had treated the adopted 
child as a child of his nephew prior to 
his death, and intended to include this 
child among “the surviving children of 
my nephews.” 


3. The adopted daughter of the daugh- 
ter of a nephew cannot qualify as issue 
of her mother. This child was adopted 
after the testator’s death, and the word 
“issue” cannot be construed to include 
such an adopted child. 


JURISDICTION — Probate Court May 
Not Direct Conveyance of Real Es- 
tate to Creditors 


New Mexico—Supreme Court 
Emblem v. Emblem, 260 P. (2d) 693. 


This is a suit to quiet title. The 


property in question was deeded by the 
administrator of an estate to two credi- 
tors in satisfaction of their claims 
against the estate. The deeds were exe. 
cuted and delivered pursuant to stipu- 
lation of the parties and pursuant to an 
order of the Probate Court. 


Sec. 33-714 N.M.S.A., 1941, Comp., 
provides that, where personalty is insuf- 
ficient to pay debts, the real property 
can be sold but the procedure is by 
petition to the District Court and all in- 
terested parties are made defendants to 
the action. 


HELD: Probate Court has no jurisdic- 
tion over real property which descends 
directly to heirs or devisees. If real pro- 


perty required to pay debts proper action #} 
must be brought in District Court. Any§— 


attempted conveyance by an executor to 
effect settlement of claims is void and 
Probate Court has no jurisdiction to 
direct such conveyance. 


POWERS OF APPOINTMENT — Distri- 
bution of Unappointed Property 


California—District Court of Appeal 


Estate of Baird, 120 A.C.A. 278 (Sept. 14, 
1953). 


Baird died in 1924. His will gave one- 
quarter of the residue of his estate in 
trust for his wife Margaret and at her 
death the trust estate to be distributed 
in accordance with the terms of her will, 
or if she should die intestate then to her 
heirs at law. Margaret died in 1951, 
leaving a will in which she exercised her 
power of appointment by giving various 
sums to some 26 persons. The aggregate 
of these legacies did not exhaust the 
property over which she had power of 
appointment. The will contained no resi- 
duary clause. 


This litigation arose between the exe- 
cutor of Margaret on the one hand, which 
claimed the unappointed portion of the 
trust fund, and Margaret’s heirs who 
claimed that she not having fully exer- 
cised her power of appointment, the un- 
appointed property went to her heirs at 
law in accordance with Baird’s will. 
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Order distributed the unappointed proper- 
ty to Margaret’s executor. 


HELD: Reversed. Margaret died in- 
estate within the meaning of the pro- 
vision of Baird’s will providing that if 
she died intestate the property should 
co to her heirs. She showed no intention 
to make the property over which she 
had power of appointment a part of her 
estate. 


SPOUSE’S RIGHTS — Widow Electing 
Against Will Must Share Estate 
Tax — Acceleration 


Wisconsin—Supreme Court 
In re’ Uihlein’s Will, 59 N.W. (2d) 641. 


Testator left an estate in excess of 


} ‘7,000,000. His widow filed her election, 
} pursuant to Sec. 233.14, Stats., to take 


under the law instead of under the will. 
"he will bequeathed miscellaneous items 
the widow. Then, after making specific 
requests to employees and a hospital, 


) ind providing for the payment of estate, 


nheritance and other transfer taxes out 
of the residue of his estate, the remaining 


‘residue was set up into two trusts, both 


of which were to be for the benefit of 
the widow. Upon her death the trusts 
were to terminate, and distribution made 
as set forth in the will. However, testator 
gave his wife the right to dispose of both 
trusts by her will to the persons named 
in his will in fractional parts of more or 
less than he designated therein, and also 
to include in such disposition one or more 
of his nieces and nephews not desig- 
nated by him, as well as to a hospital 
and any charities she desired to benefit. 
The widow filed her final account as 
executrix and prayed for the determina- 
tion of the state inheritance tax, and 
that the residue of the estate be assigned 
according to law. 


HELD: (1) That part of the inter- 
locutory judgment which provides that 
the widow is entitled to her one-third 
share, without deduction therefrom of 
the federal estate tax, is reversed. 


(2) The trial court’s conclusions, 
that there was no acceleration of the re- 
mainderman’s interests and that election 


of the widow to take under the law did 
not extinguish her power of appointment, 
are correct. 


(3) The trial court’s judgment that 
a portion of the residue which was not 
disposed of “be distributed among the 
persons specifically named in said will 
(the remaindermen) proportionately to 
their respective parts as are therein now 
designated” in the event the widow failed 
to otherwise appoint under her special 
power of appointment, was erroneous. 
Sec. 232.27, Stats. requires that “If the 
trustee of a power with the right of 
selection shall die, leaving the power 
unexecuted, its execution shall be ad- 
judged in the circuit court for the benefit 
equally of all the persons designated as 
objects of the trusts.” 


(4) The share of the testator’s estate 
to which the widow became entitled, as 
a result of electing to take under the law, 
is exclusive, and she does not take any 
qdditional share in any remaining por- 
tion of the estate which may be left un- 
disposed of by the will, even though she 
be the sole heir at law and next of 


kin of the deceased. 
—Staff Digest 


TAXATION — Estate & Inheritance — 
Death Tax Clause Not Applicable 
to Annuity 


New York—Surrogate’s Court, New York Co. 
Matter of Gross, N.Y.L.J., Aug. 14 ,1953. 


The will provided: “All estate, inheri- 
tance, transfer, legacy or other similar 
taxes and duties which may be assessed 
upon the legacies and devises provided 
in and by this will shall be paid out of 
my residuary estate.” 


Included in the taxable estate was the 
value of an annuity which the testator 
had purchased for the benefit of himself 
and his widow. Was the estate tax at- 
tributable to the annuity payable out of 
the residuary estate, or by the insurance 
company, or by the widow? 

HELD: The death tax clause is limited 
to property passing under the will. 
Hence, the tax attributable to the an- 
nuity is not payable from the residuary 
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estate. The insurance company is not 
liable for the tax because it is neither 
a person “interested in the estate” nor 
a person “in possession of property” in- 
cluded in the taxable estate, within the 
meaning of D. E. L., Section 124. The 
widow must therefore pay the tax. 


TAXATION — Estate & Inheritance — 
Community Property — Against 
What Fund is Tax Chargeable 

California—District Court of Appeal 
Estate of Buckhantz, 120 A.C.A. 121 (Sept. 4, 
1953). 

Buckhantz died March 18, 1950, leaving 

a will disposing of an estate all of which 

was community property, and requiring 

his wife Jeannette to elect whether she 
would accept the provisions of the will 
or the rights given her by law. Parts 
of the property were given to Jeannette, 
a sister, and various others, including 
charitable institutions. The residue was 
given to a trust company to apportion it 
into three parts. Jeannette was given the 
income from two parts for life with the 
power of appointment of those parts, and 
the sister was given the income from one 
part with remainder of that part to her 
sons. The will contained no direction re- 
garding payment of federal estate tax. 

The federal estate tax return showed 

a gross estate of $162,000, a taxable 

estate of $129,000, and a tax of $12,000. 

In computing the tax. the executor in- 


Let us 
give 


youa 
hand 


with your California 
trust problems 


Call ''The bank of personal service’’ 


UNION BANK 
& TRUST CO. 


of Los Angeles (8th & Hill) 


WE HAVE NO BRANCHES ¢ CABLE ADDRESS: UNIONBANK 


879 





cluded in the gross estate only half of 
the community property. 


This case arose on a petition by the 
executor for instructions as to proration 
of the tax. The lower court held that 
each beneficiary should pay such portion 
of the federal estate tax as the amount 
received by such beneficiary bears to the 
total property subject to the tax; the 
widow is liable for that share of the 
federal estate tax which the value of the 
assets received by her or for her use and 
benefit is in excess of the value of her 
community interest; that portion of the 
estate received by her or for her benefit 
represented by her community estate 
created no federal estate tax and should 
not be considered in prorating the tax. 
The sister and her sons appealed. 


HELD: Affirmed. The lower court ap- 
portioned the tax correctly. The result is 
not affected by the fact that the widow 
elected to take under her husband’s will 
in lieu of claiming community property 
rights. 


TAXATION — Estate & Inheritance — 
Transferee Not Allowed Deduction 
for Gift Tax Paid After Decedent’s 
Death 


Oklahoma—Supreme Court 


McGill v. Oklahoma Tax Commission, 24 O.B.J. 
704. 


Plaintiff as administratrix of decedent’s 
estate filed a claim for refund of taxes 
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paid to the Oklahoma Tax Commission 
pursuant to the order of the commission 
assessing same on her return as trans- 
feree of the decedent. Among other 
amounts, plaintiff claimed she had over- 
paid because of a disallowance of de- 
duction by reason of Federal gift tax 
paid after the death of the decedent on 
a transfer by the decedent in contempla- 
tion of death. 


HELD: Although, under Title 68 O.S. 
1951, Sec. 989 f (B), unpaid Federal gift 
taxes on gifts made by decedent may be 
deducted in computing the net taxable 
estate, by the provisions of sub-section 
(C) of that section Federal estate taxes 
on decedent’s estate are not deductible. 
Here, the transfer was, by the provisions 
of Title 26 U.S.C.A. Sec. 811 (c), sub- 
ject to Fedéral estate tax by reason of 
its being in contemplation of death. 


When the Federal tax was paid, al- 
though it was paid as a gift tax, it con- 
stituted to a substantial extent a credit» 
on the Federal estate tax which was also 
then due and which embraced the same 
transfer. Since the effect of the payment 
was to apply on and reduce the Federal 
estate tax liability, the payment consti- 
tuted a payment of estate tax rather 
than of gift tax. The deduction should 
therefore be denied. 


TAXATION — Estate & Inheritance — 
Exemption of Insurance Not Lost 
by Use to Discharge Obligations of 
Insured 


Washington—Supreme Court 
Re Gufler’s Estate, 143 Wash. Dec. 405. 


Decedent had insured his life for 
$30,000 under four policies, two of which 
named his wife as beneficiary, and two 
his son. During his life, the decedent bor- 
rowed money from a bank and assigned 
the life insurance policies as collateral. 
At the time of his death, decedent owed 
the bank $24,604. In order to-stop in- 
terest and as a matter of convenience, 
the beneficiaries requested the insurance 
company to pay ‘the whole amount due 
to the bank, and to pay the remainder 
to the son. The bank had informed the 


executor that he could delay paying the 
notes to suit his convenience. 


The Supervisor of the Inheritance Tax 
Division of the Tax Commission found 
that the proceeds of the life insurance, 
in so far as they were used to pay the 
debts of the decedent secured by the 
assignments, were an asset of the estate 
for purposes of determining the inheri- 
tance tax. By statute, insurance is deem- 
ed a part of the estate for the purpose 
of computing the inheritance tax but 
$40,000 is exempt from the total amount 
of insurance receivable by all benefi- 
ciaries other than the executor, ad- 
ministrator or representative of the 
estate. The Trial Court vacated the find- 
ings of the Supervisor. 


HELD: Affirmed. The proceeds of the 
policies were received by beneficiaries 
other than the executor, administrator or 
representative of the estate, and the total 
amount was within the statutory exemp- 
tions. The use to which the proceeds of 
life insurance are put does not deter- 
mine whether the proceeds are part of 
the insured’s estate for inheritance tax 
purposes. The beneficiary of life insur- 
ance is the payee. 


Nor does the fact that. a debt is not 
paid out of the estate prevent the deduc- 
tion of the debt in computing inheritance 
taxes. The tax is measured by the value 
of the assets of the estate after payment 
of debts owing by the decedent at the 
time of his death. 


WILLs — Construction — Effect of 
Withdrawal on Power to Appoint 


Connecticut—Supreme Court of Errors 
Bankers Trust Co. v. Pearson, 99 A. (2d) 224. 


Testator left residue of his estate in 
part as follows: 


“(1) To my wife during her life, two 
thirds of the net income of said residuary 
estate .. 


“(2) I authorize and empower my 
wife to dispose of by her last will... 
to such persons and in such manner and 
proportions as she shall designate . . . 
one-third of the net income of the said 
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ysiduary estate, or one-third of the 
principal thereof. 


“(3) I further authorize and em- 
pwer my wife to take ... at any time 
sie may so elect, not to exceed one-third 
oi the principal of said residuary estate, 
won condition, however, that the residu- 
ary from which she shall be entitled to 
income and the residuary estate which 
ste is empowered to dispose of under 
preceding paragraphs, shall thereby be 
reduced by an amount equivalent to the 
proportion taken by her under this para- 
graph. 


“(5) To my son during his life, and 
during the life of my wife, one-sixth of 
tte net income of said residuary es- 
tate... 


The other one-sixth of the income was 
st aside for testator’s mother and at her 
death for his brother’s and sisters. 


In 1930 one-third of the residuary 
tust estate was transferred to the widow 
pirsuant to the provisions of paragraph 
3 Upon her death in 1951, she left a will 
vhich made no specific reference to any 
jower of appointment but left the resi- 
cue of Jer estate in trust for the benefit 
d her son and his children. 


HELD (inter alia): (1) The phrase, 
‘said residuary estate,’ means the en- 
tire residuary estate forming the corpus 
the trust as originally set up. The 
me-third of the principal devoted by 
paragraphs 2 and 3 to the benefit of the 
vidow and her appointees therefore re- 
nained constant in the sense that it 
vould not be increased by diminution of 
the other two-thirds of “said residuary 
state” whenever the widow withdrew a 
portion of it. Consequently, since she 
vithdrew a full one-third of the princi- 
yal of “said residuary estate,” there was 
1othing left over which she could exer- 
ise her power of appointment by will. 
“he question whether her will was oper- 
itive to exercise the power has thus be- 
ome academic. 


(2) No part of the principal of the 
tust property is distributable at the 
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present time. One-half of the income of 
the trust fund now on hand should be 
paid to testatrix’ son, and one-half to 
testator’s siblings or their appointees or 
issue as provided in the will. 


(3) The parties stipulated that the 
testator believed that his brother and his 
sisters could not have any more children. 
Under these circumstances, it was only 
the living children of his brother and 
sisters to whom the testator referred as 
successor income beneficiaries and, there- 
fore, the bequests of the powers of ap- 
pointment and the alternative bequests to 
heirs of those children are valid, since 
they will be exercisable or vest within 
lives in being at the death of the testa- 
tor. 


(4) “Issue” signifies descendants of 
the body and it will not be construed to 
include adopted children unless the cri- 
cumstances clearly indicate that the 
testator so intended. There is nothing in 
the present case to indicate that the 
testator had any such intention with re- 
spect to the adopted children of his 
sister. The adoptions occurred long after 
the death of the testator. 


(5) Article providing that, if any 
beneficiary institutes or is a party to any 
litigation involving the validity of the 
will or involving any of the bequests, 
the bequest to that beneficiary becomes 


void, has no effect on this proceeding. 
—Staff Digest 
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WILLs — Construction — “Heirs At 
Law” of Testator Determined as of 
Time Subsequent to His Death 


Illinois—Supreme Court 
Barnhart v. Barnhart, 415 Ill. 303. 


Decedent directed that the residue of 
his estate was to be held in trust and the 
income therefrom paid to his widow for 
life. The will provided that on the widow’s 
subsequent death three-fourths of the 
trust principal was to be distributed to 
his son, if then living, and the remaining 
one-fourth was to be retained in trust 
and the income therefrom paid to his son 
for life. On the death of the survivor 
of decedent’s widow and son the princi- 
pal then held in trust was to be distri- 
buted per stirpes to the son’s issue, if 
any, otherwise to the decedent’s “heirs 
at law under the Statutes of Descent of 
the State of Illinois.” Decedent’s son 
survived him but predeceased the widow 
without leaving any surviving issue. 


In an accounting suit collateral rela- 
tives of the decedent asked the Circuit 
Court for a finding that they were the 
heirs-at-law of the decedent and that they 
or their descendants are or will be the 
only persons entitled to share in the prin- 
cipal. The Circuit Court so decreed and 
decedent’s widow appealed contending the 
words “heirs at law” as used in the will 
referred to persons who came within that 
description at decedent’s death rather 
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than at her subsequent death and conse- 
quently she was entitled to the entire in- 
come and principal of the trust as the 
sole heir of her husband and son. 


HELD: Affirmed. Ordinarily the words 
“heirs at law” when used in a will re- 
fer to those persons who answer that 
description at the testator’s death unless 
the will indicates that it was testator’s 
intention to refer to those who should 
be his heirs at a time subsequent to his 
death. Here the will manifests such an 
intention because (1) the interest of the 
widow repeatedly is limited to the receipt 
of income, (2) decedent’s widow and de- 
scendants are provided for specifically 
and only when provisions made for them 
could not take effect did testator make 
any distribution to his heirs at law, (3) 
the gift to the son if he should survive 
the widow indicated that the son was 
not to,be considered within the class of 
“heirs at law,” and (4) decedent would 
not have provided for continuation of 
the trust after the death of his son if he 
intended his widow to receive both the 
income and corpus. 


WILLS Construction Heirs 
Determined at Life Tenant’s Death 


Pennsylvania—Supreme Court 
Edmunds Estate, 374 Pa. 22. 


Testator died in 1923 and in his will 


he gave his residuary estate in trust to. 


Founded 1784 


Member Federal Deposit Insurance Corporation 


882 









pay the net income to his three chil- 
dren for life by name with direction to 
pay one-third of the principal at the 
death of each child to his right heirs 
under the intestate law. A daughter died 
in 1950 a widow and without issue. The 
lower court decided that the heirs of 
testator were to be determined as of 
the death of the life tenant and not at 
testator’s death. The personal represen- 
tatives of heirs as of the earlier date 
appealed. 


HELD: Affirmed. The gift in remain- 
der is implied from the direction to pay 
and is inseparable from the direction. 
The direction being future and contin- 
gent, the gift is the same. The prior gifts 
of income were not gifts of principal and 
do not constitute an independent ante- 
cedent gift. Therefore, the direction for 
the disposition being contingent, only 
those heirs who are living at the life 
tenant’s death can participate. 


WILLS Construction Moot 
Question Not Determinable 
North Carolina—Supreme Court 


Branch Banking and Trust Co. v. Whitfield, 
238 N. C. 69. 


Testator’s will gave certain jewelry and 
other articles to his son and daughter 
absolutely to be delivered when each 
beneficiary reached the age of eighteen 
or earlier if the executor and trustee 
thought it would promote the happiness 
and best interest of the beneficiary. He 
also gave each child $5,000 discharged 
of all trust on the day of marriage. The 
executor and trustee asked for the con 
struction of these bequests. 


HELD: The declaratory judgment act 
does not permit the submission of moot 
questions. No question now exists as to 
the gifts at marriage and these will not 
be considered. The gifts of jewelry should 


‘be delivered to the daughter, since she 


has already attained the age of eighteen 
years, and to the son when he attains 
the age of eighteen years. The testator 
has the right to provide that a bequest 
to a minor shall be delivered at the age 
specified. 





WILLs — Construction — Remainder 
to Heirs of Testator — Time as off. 
Which Heirs are Determined 




















































70 he 

Calitornia—District Court of Appeal Widc 

Estate of Rutan, 119 A.C.A. 723 (Aug. 10, ire s 
1953). 

who 

On a complicated distribution scheme,§f :fter 
it was HI 

HELD: (1) One-third interest in thefl -hird 
corpus, the income from which was tof, de 
be paid to R. for life (but only if he§ -iage 
survived D.) became distributable uponf ‘er, \ 
D.’s death to testatrix’s heirs at law.§ lurir 
R, having predeceased D. itled 

(2) Internal evidence shows that tes.§ 27" 
tatrix did not intend D., life tenant, tog *f t@ 
be included in the class of heirs whof ‘©™@ 
would take on her death without chil.§ Y t¢ 
dren, and therefore the takers as to this VeP> 
one-third would be determined as of theg 2St@! 
date of D.’s death. ame 

(3) The trust would not be terminated 
as to the other two-thirds during bene. WILI 
ficiary E.’s lifetime. Some stress is laid Se 
on the fact that the trust was declared tio 
to be for maintenance, and contained a 
spendthrift clause. 

(4) It was proper to order payment Tes 
out of the trust of expenses incurred f singk 
because of illness of D. during her life- the o: 
time and not paid prior to her death, inf alloce 
view of provision authorizing invasion by fe 
of corpus for D.’s benefit in the event off devis 
illness, accident, etc. ent di 

claim 

WILLs — Construction — Remain-f S‘ript 
derman of Determinable Life Es-f 1°. 
tate Where Distribution Suspendedf HE 

Had Vested Interest is ma 

New Jersey—Superior Court, Chancery Div. comm 

Camden Trust Co. v. Leopold, 98 A. (2d) 628. 

Residue of testator’s estate was be-— WILL 
queathed in trust with income to his ter 
wife for life or until remarriage. Upon an 
remarriage, trustees were directed “then 
to pay” one-third income to her, and two- Ih 
thirds to testator’s sister, if surviving,f On 
“ . . and in case my sister does not i i 
survive me, then to pay the said two-| :mong 






thirds to her two sons...” After wife’s 
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death, trust principal was bequeathed 
yne-third to step daughter and _ two- 
thirds to sister, if surviving, otherwise 
;o her sons. Sister died after testator. 
Widow, now remarried, and two nephews 
ire surviving. Trustee sued to determine 
who is entitled to two-thirds of income 
ifter widow’s remarriage. 

HELD: Widow had life estate in one- 
hird, remainder to her daughter, plus 
1 determinable life estate (on remar- 
age) in two-thirds, remainder to sis- 


nder 
aS of 
g. 10, 


1eme, 


n the 
as to 
if he 







upon§ ‘er, with distribution to sister suspended 
law, luring the life of the widow. Sister, en- 

itled to income until distribution of 
. tes. 2vincipal, had vested interest at death 
rt, to xf testator. Condition that sister survive 
who ‘emarriage of widow was annexed mere- 
chil.§ Y to payment and not to gift itself. 
) this, Nephews, as personal representatives of 
f the ‘ister, were entitled to two-thirds in- 


‘ome. 


nated 


bene.§ WILLS — Construction — Validity of 


. laid Separate Devises of Undefined Por- 
lared tions of Single Tract 
led a Florida—Supreme Court 


Wright v. Sallet, 66 So. (2d) 237. 


ment Testator had three dwellings on a 
urred § single tract, one of which he occupied and 
life-f the other two were rented. There was no 
th, inf allocation of land to any of the dwellings 
asion§ by fence or otherwise. He made separate 
nt of f devises of the three dwellings to differ- 
ent devisees. The heir brought ejectment 
claiming the devises void for want of de- 
|scription or other adequate identifica- 


1ain- 
. Es-§f tion. 
ndedf HELD: The devisees, until a division 


is made, take under the will as tenants in 
Div. common. : 


) 628, 

; be-— WILLS — Probate —- Daughter’s Let- 
) hist ter to Mother Held Testamentary 
Uponf and Entitled to Probate 

‘then Tennessee—Supreme Court 

two- In re Bramlitt’s Estate, 260 S.W. (2d) 181. 
ae On May 11, 1952, decedent wrote a let- 
oa er in pencil to her mother stating, 
vife’s 1mong other things, the following: “And 


if anything were to happen to me, I want 
you to have my son Walter Lee Bramlitt 
& my home at 3156 Hull & everything I 
have ...” The daughter was living in 
the home of her mother at the time of 
writing this letter, and had been there 
for some months prior thereto. The let- 
ter and signature were entirely in her 
handwriting. No particular occasion for 
her writing a letter by way of ordinary 
correspondence was proved. The Probate 
Judge held that the document was testa- 
mentary in character and ordered it to 
be probated. 


HELD: Affirmed. By using the above 
language, it was apparent that the de- 
cedent contemplated death and that she 
made a complete disposition of all of 
her property. She obviously intended the 
document as a will, and the same being 
in her handwriting it is entitled to pro- 
bate as a holographic will. 


WILLs — Probate — Document Held 

Not Conditional 

California—District Court of Appeal 

Estate of Taylor, 119 A.C.A. 706 (Aug. 7, 

1953). 

Taylor died March 10, 1952. He left 
an instrument dated 1-3-44 (when he was 
in the armed services) in the form of a 
letter directed to “Dear. A. K. Lindsay,” 
saying in effect that he had been or- 
dered overseas and “in case Davie Jones 
gets me out in the South Pacific ocean 
in other words lost at Sea I would very 
much like to turn my Bonds & cash in 
the bank also the pay I will have coming 
in the navy over to Betty Black.” An 
heir of decedent objected to probate on 
the grounds that the paper was not testa- 
mentary and that if it was testamentary 
it was conditional. It was shown that 
Taylor lived some six years after he got 
out of the military service and that he 
had a number of times spoken of this 
paper as his will and had told Betty 
Black that if anything happened to him 
she should contact Lindsay. 


HELD: The letter is testamentary in 
character. It was not conditional. The 
possibility referred to (“in case Davie 
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Jones gets me”) was not a condition 
precedent to the operation of the will 
but was merely the motive or reason 
leading to the making of the instrument. 
Delivery of the paper to another person 
for preservation and failing to revoke 
it for six years after decedent returned 
from the military service is evidence that 
he intended the instrument to operate as 
a will. 


WILLs —- Probate — Testator’s 
Knowledge of Contents of Will Es- 
tablished by Circumstantial Evi- 
dence 


Tennessee—Supreme Court 
Morrow v. Person, 259 S.W. (2d) 665. 


Testator executed his will, prepared 
in 1904 by his attorney, by making his 
mark at the conclusion of the body of 
the will, at the point where his attorney 
had written testator’s name. The will 
was probated in 1915, at which time one 
of the subscribing witnesses was dead. 
This witness’s signature was identified 
by the other subscribing witness, how- 
ever, and by another person, and the 
order of probate so recited. The surviving 
subscribing witness identified his own 
signature and stated, that he had no 
independent recollection of the execu- 
tion of the will but that he would never 
have signed it had he not seen the testa- 
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tor execute it or heard him acknowledge 
it. 

The order of probate did not recite 
that the subscribing witnesses signed in 
the presence of each other or in the 
presence of the testator. Inasmuch as 
testestator made his mark only, and there 
was no statement in the order of probate 
that he knew the contents of the will, it 
was contended in the present action, 
brought to partition certain real estate 
owned by testator, that his will was im- 
properly executed. The Chancellor up- 
held the will. 


HELD: Affirmed. At the time when 
this will was probated, it was not re- 
quired that the subscribing witnesses 
execute the will in the presence of each 
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other, as is now required under the Uni- 
form Wills Act. In the absence of proof 
to the contrary, it is conclusively pre- 
sumed that the witnesses did attest the 
writing in the presence of the testator. 
If one of the witnesses was dead at the 
time of probate, it was sufficient to per- 
mit his signature to be identified by 
other witnesses. The testimony of the 
surviving witnesses that he would not 
have attested the will had he not seen 
the testator execute it or heard him 
acknowledge it raises a presumption of 
due execution. 


Testator’s knowledge and understand- 
ing of the contents of the will may be 
shown by circumstantial evidence. The 
will was prepared by an attorney of 
testator’s own selection. The beneficiaries 
of the will were testator’s immediate 


family, the natural objects of his boun‘ 
The attesting witnesses had no interes 
in the matter. Accordingly the cirew 
stances are sufficiently strong to suppo 
the conclusion that testator knew th. 
contents of the will. 
a Se" 


New Jersey Spouses Can 
Release Dower 


Married New Jersey citizens may now 
release rights of dower or curtesy i 
their respective spouse’s real estate, b 
virtue of Chaper 352, Laws of 1953. Thig 
can be done by deed executed and 
acknowledged in manner provided by lav 
for deeds to be recorded. Prior to this 
amendment dower or curtesy could onl 
be released in conjunction with convey. 
ance of real estate by married person t¢ 
his or her. spouse. 
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Our 
brief cases 
are full of 
help for you! 


Our lending officers are traveling officers—and for a 
reason we think is as important to you as it is to us. 
There is no substitute for firsthand contact with mar- 
kets, plants, processes when making commercial loans. 


The importance to you, of course, is that all the 
intimate, specialized information we have been acquir- 
ing throughout industry for the past fifty years is 
available to you. It can guide your own commercial 
lending. 

Do you know why the specialized knowledge of in- 
dustry is ours in our Commercial Department? The 
answer lies in the way we are organized. Nearly fifty 
years ago, the lending activities of our Commercial 
Department were organized by industries instead of 
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geographical territories. This means that the officers 
of each one of the ten Divisions of the Department 
serve a relatively small group of basic industries. 
They finance these industries and these alone. That 
makes for specialization. 

The services of each and all of these Divisions are 
available to our correspondents through our Division F, 
which specializes in bringing what we have learned — 
to you. 

This is only one of the many correspondent services 
of The First National Bank of Chicago. If you would 
like to talk over all these services, just write, wire or 
phone. A Divisional specialist from The First will call 
on you—at your convenience. 
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